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Japanese plants
in UK blamed for
Ford jobs threat
Japanese motor companies with plants in Britain
were partly blamed by Mr Ian McAllister, Ford
UK's chairman and managing director, for his
company's threat to make compulsory redundan-
cies. His strong attack, in written evidence to
the~House of Commons employment committee,
coincided with a vote by Ford's white-collar staff
to authorise a strike if compulsory redundancies
go ahead. Page 9

US offer on drug prices: DS pharmaceutical
manufacturers are to ask the Justice Department
for an exemption from prosecution uniter US
antitrust laws so that they can discuss ways of
controlling drug prices. The drug industry has
come under attack in recent weeks both from

. Congress and from the Clinton administration.
Page 16

Swiss parliament elects woman minister
Ruth Dreifbss (left),

a trade unionist, was
elected to the Swiss
cabinet, ending a row
which threatened the

ruling coalition. But
the move left simmering
a national debate on
sexism in government
Her victory followed

rejection last week
of Ms Christiane Brun-
ner. Page 4

Mitterrand accused: President Francois
Mitterrand came under a barrage of opposition
criticism for using the civil and diplomatic service

to find jobs for Socialists facing defeat in this

month's parliamentary election. Page 16

Maastricht threat: The UK government is

braced for further setbacks in its attempt to push
ahead with ratification of the Maastricht treaty,

a cabinet minister conceded. The opposition Labour
party believes it could win five further amend-
ments. None of the amendments would actually

halt British ratification but would serve to under-
mine government authority. Page 16

Asset sale boosts SBC: Swiss Bank
1

Corporation (SBC), Switzerland's second largest

banking group, avoided a sharp decline in profits

last year thanks to an extraordinary SFr255m
($165m) net gain on asset sales. The extraordinary

gain came almost entirely from the sale last May
of thehank's 97.7 per cent stake in an Austrian

electric utflity.Page 17

Modem militants kitted: Egyptian security

forces shot dead 14 Moslem militan ts during nine

simultaneous raids on houses in Cairo and a

mosque in the southern tourist town of Aswan,
the interior ministry said. Four policemen died.

Proconfia profits rise: Procordia, the Swedish

pharmaceutical and food gronp, lifted profits

after financial items by 81 per cent to SKr4B6bn
($637m) in 1992, following strong contributions

from itsifabi Pharmacia and United Brands units.

Page 18

Japanese upset: The Japanese semiconductor
industry has protested.strongly against recent

criticism from the US over Japan's expected failure

to fulfil a bilateral agreement on the foreign market

share of the Japanese semiconductor market
Page 6

THURSDAY MARCH 11 1993 D8523
rA-

Vickers loss doubles: Vickers, the UK
engineering group, fell to a pre-tax loss of £253m
last year, double the loss of the previous year,

under the impact of a further steep fall in sales

of its Rolls-Royce mid Bentley luxury cars. Page

18; Lex; Page IB

WorldTrade Centre bomb arrest A second

suspect, Nidal Ayyad, a chemical engineer from
' New Jersey, was arrested on charges stemming
from last month’s World Trade Centre bombing
irrNew York in which five people died. This follows

the earlier arrest of Mohammed Salflmeh, 25.

.London explosives find: Scotland Yard
said several hundred pounds of home-made explo-

sives had been found in a London garage last

week. The find is believed to have averted a terror-

ist attack.

Czech plant go-ahead: Czechoslovakia is

to complete a Soviet-designed nuclear plant at

Temeiin, south of Prague. The decision is expected

to mean a $345m contract for Westinghouse Electric

of the US, the first western technology will

be used to modify Soviet designs.

Bob Crosby dies: Swing-era bandleader Bob

Crosby, younger brother of singer Bing Crosby,

died of cancer, aged SO.
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London Stock Exchange board asked to abandon settlement system Yeltsin’s

UK may scrap shares computer r
°J
e ™?er

By Richard Waters

THE BOARD of the London Stock
Exchange will today be asked to

abandon a computer project
which has already cost the City

as much as £400m ($57Qm) and
which is widely seen as central to

the future competitiveness of

London's financial markets.
Mr Peter Rawlins, the

exchange’s chief executive, will

tell tbe board that the paperless

settlement system, Taurus, is

technically too complex to com-
plete without further heavy
spending, and should be adan-
doned.

The system, first proposed in

the early 1980s, was intended to

automate the transfer of share
ownership, replacing tbe current

paper-based system which is cen-

tred around share certificates

and transfer forms.

A decision to scrap Taurus
would put the Loudon market

further behind other financial

centres, most of which have been
investing heavily to develop their

own settlement arrangements in

recent years.

It would also cause a severe

trauma throughout the London
securities industry, which has
invested heavily in the project.

The exchange has already spent

£75m itself on the project, with
estimates of spending by others

in the securities industry put at

up to £350m - though much of

this may relate to technical
developments that would have
taken place without Taurus.

The proposal to end the project

may also provoke questions over
the fiiture of Mr Rawlins, who
has been chief executive since

1990. Although the Taurus proj-

ect was begun before his appoint-

ment, its viability has been
reviewed on several occasions
since. The decision now to call

for its abandonment comes two

London stock exchange takes

Taurus by the horns Page 17

Lex Page 16

months after some parts of the

system entered full-scale testing.

Mr Rawlins' decision to call a

bait to the project has been
prompted by the scale of the
technical difficulties which have
dogged the system. Early prob-

lems experienced in developing
parts of the exchange's own cen-

tral system have been followed

by new difficulties experienced
in testing. Just two months ago,

the exchange put back the
planned launch of the project

from the second half of 1993 until

the first half of 1994 at the earli-

est

The exchange refused to con-

firm the plan to adandon the
project yesterday. It would only

say; “We have had an urgent

review of the project to date, and
the results will be discussed at

tbe board meeting tomorrow”.
News that the exchange may

scrap the project provoked anger
and concern in some parts of the
City yesterday. “I don't think
they should scrap it." said Mr
Scott Dobie, a senior executive at
NatWest Markets. “We as an
industry just can't afford to take

that step. The credibility loss

would be enormous.”
“If Taurus as we know it is to

be cancelled, there well be a hell

of a credibility problem in devel-

oping a replacement,*
1

said Mr
John Lamb, assistant general
manager at National Westmin-
ster in charge of share registra-

tion and custody.

Others, though, said the Stock
Exchange had little choice but to

abandon the project, or face fur-

ther costs which could equal
those already incurred.

The head of operations at one

large securities house said;
“What we’ve done to date is burn-
able. If you make a mistake, you
have to be prepared to pull tbe
plug."

A number of board members
met chairman Mr Andrew Hugh
Smith individually yesterday to
be told of tbe Exchange's plan,
and are to decide today whether
to approve it

Problems that have dogged the
project include the legal uncer-
tainty that surrounded the status
of electronic registration; the
complexity of linking a number
of independent databases, into an
effective network; and the diffi-

culties of ensuring security for a
system that controls the owner-
ship of shares.

Most of the difficultipji experi-
enced so for have been overcome,
but further problems are believed
to have emerged since full-scale

testing began.

Amato wins support from Italian Senate
By Robert Graham In Rome

ITALY’S embattled prime
minister Mr Giuliano Amato won
the backing yesterday of the four

partners in the fragile coalition

government after a turbulent par-

liamentary debate on his moves
to find a political solution to the
corruption scandals.

Scuffles broke out during the

debate wben an opposition sena-

tor threw handfuls of false bank-

notes - bearing the effigies of

some of the main figures
involved in the corruption scan-

dal - Into the Senate chamber.
A later vote of confidence

[

appeared to defuse some -of the

political tension that has built up
since the dramatic events of last

weekend when President Oscar
Luigi Scalforo refused to sign a
decree This would have allowed
most of those implicated in tbe

corruption scandals to get off

with administrative sanctions.

But Mr Amato's weariness
from battling to keep alive his

eight-month old coalition showed
yesterday, when he revealed he
would quit politics once he
stepped down from the premier-

ship. “Tbe end. of this experience

as prime minister - come as it

may within days, a month or

whenever - will also be the end
of my political career,’* he said.

Mr Amato also castigated the

hypocrisy of those clamouring for

him to resign- “How can one go

on when one gets private
entreaties to stay and public calls

to go?” he asked.

In an impassioned speech, fre-

quently interrupted by the oppo-

sition, he also spoke bitterly

against those who bad encour-

aged a political solution to the

corruption scandals but had
withdrawn to the sidelines once

the proposals proved unpopular
with the public and the judiciary.

Officials move In to separate fighting Italian senators amid angry scenes during prime minister Giuliano Amato's speech to the senate

attack in

Congress
By John Uoyd in Moscow

THE Russian Congress 0!
Peoples’ Deputies yesterday
agreed a draft resolution, to be
debated today, which would con-
fine President Boris Yeltsin to a
largely ceremonial office.

Mr Yeltsin, who sat through
the noisy emergency session of
the congress, was prevented from
speaking. But he told reporters as
he left be intended to speak
today, and would again demand a

referendum ou tbe division of
powers.
Mr Ruslan Khasbulatov, tbe

parliamentary speaker, set the
tone of the Congress in an open-
ing address which deplored the
continuing efforts to push
through radical reforms in the
absence of any sign of economic
revival. He accused Mr Yeltsin’s

government of "artificial and
cynical moves to destabilise the

situation and even involve the

army and the interior and secu-
rity forces in politics".

The climax of a day of bitter

debate was the production of two
contradictory draft resolutions,

one produced by the leadership of

the Congress, the other by the
president The first, approved by
the Congress's drafting commis-
sion late yesterday, says that the

parliament should “draft propos-

als on giving the president the
status of a head of state”.

Tbe ambiguous phrasing
appears to mean that he would
be a figurehead president on the

German model deprived of the

right to choose a government or
issue decrees. At the same time,

the parliament must “decide in

more detail the powers of the
Council of Ministers as a body of
executive power" - an apparent
invitation to parliament to con-

trol the government
The referendum on the division

of powers, agreed to by the Sev-

enth Congress in December,
would be cancelled and any
future such referendum made
impossible. Articles of the consti-

tution frozen in December -

including one under which the

president could be forced to

resign by the parliament if he
performed “unconstitutional
acts" - would be reinstated.

This resolution was drawn up

Continued on Page 16

IMF backs reformers, Page 2

UK supports G7 aid. Page 2

The government now has to

reframe legislation to enable the
judiciary to deal more quickly
with the increasing load of inves-

tigations and prosecutions of cor-

ruption scandals.

But Mr Amato yesterday said

his government’s top priority was
to ensure that parliament agreed
quickly on a new set of electoral

laws. Ms NUde Iotti, the former
leader of the chamber of deputies

and a member of the opposition

Party of the Democratic Left, was
yesterday appointed bead of the

joint parliamentary commission
on constitutional reform.

In his Senate speech, Mr Amato
denied the government’s propos-

als had amounted to an amnesty
for the corruptors and corrupted.

But he conceded It had been a

mistake to frame the proposals in

Continued on Page 16
Milan election. Page 3
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Palestinians reject plea to

reopen Mideast peace talks
By Roger Matthews, Middle East

Editor, In London

THE Palestinians yesterday
refused to accept an invitation by
the US and Russia, co-sponsors of

the Middle East peace process, to

attend negotiations in Washing-

ton on April 20.

Israel immediately accepted the

invitation, while Jordan, Syria

and Lebanon are likely to delay a

response onto after a meeting of

foreign ministers in Damascus
later this month.
Mrs Hanan Ashrawi, spokes-

woman for the Palestinian dele-

gation, said in Jerusalem that the

invitation had been returned to

the American consulate. “We
refused to accept it", she said.

Despite this, Mr Warren Chris-

topher, US secretary of state,

remained confident that all the

delegations would be in Washing-

ton on April 20.

Mr Christopher added that he
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had decided to move ahead with

separate multilateral regional
Middle East talks beginning with
a meeting on water issues in

Geneva on April 22.

The Palestinians based their

rejection on Israel's refusal to

comply fully with UN Security

Council Resolution 799 calling for

the return of the nearly 400 men
deported from the occupied terri-

tories to southern Lebanon in
December. While softening its

insistence that all the deportees
should be returned borne before

peace negotiations could resume,
the Palestinians are demanding a
public assurance from Israel that

there will be no more mass
deportations.

Mr Faisal Hussein!, the senior

Palestinian In the occupied terri-

tories, stressed in London that

the principle of deportations was
the issue that had to be resolved.

Once Israel agreed, procedures
for returning the Palestinians in

CONTENTS

south Lebanon could be dis-

cussed, be said.

Britain yesterday gave its back-
ing to tha Palestinian stance on
deportations. Mr Douglas Hogg, a
minister at the Foreign Office,

told parliament “It is essential

that the Israeli government
should make it plain that they do
not intend to resort in the future

to the policy of deportation.” He
added that the Israel should also

“look urgently at other ways in

which they can lift the weight of

the occupation” of Gaza and the
West Bank.

Mr Hogg will deliver this mes-
sage directly to Israel today when
he meets Mr Yossi Beilin, the
deputy foreign minister. Mr Bei-

lin is expected to repeat his gov-

ernment’s objection to Britain's

resumption this week of ministe-

rial contacts with the Palestine

liberation Organisation.

Egyptian crackdown. Page 7
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IMF tries to shore up Russian reformers
Renewed efforts under
way to agree debt deal

By John Lloyd in Moscow

THE International Monetary
Fund is stepping up efforts to

get an agreement with the Rus-

sian government in an attempt

to show support for the embat-

tled economic reformers,

according to Mr Alexander

Sbokhin, deputy prime minis-

ter in charge of foreign eco-

nomic relations.

Mr Sbokhin is also more
hopeful of an agreement with

western creditors on repay-

ments of the outstanding S80bn

(£56bn) of former Soviet debt

He said this would mean Rus-

sia would pay between $2.5bn

and $6bn this year. In total

Russia should pay back *40bn

to Paris Club of creditor coun-

tries In 1993.

Mr Sbokhin said that Mr
Michel Camdessus, the IMF
managing director, had said in

talks last week in Washington
that he would like an agree-

ment to be signed by ApriL

“Of course, before such an
agreement we must put in

place strict financial controls.

The proposed agreement put to

the Congress of People’s Depu-

ties by the president is mainly

about allowing the government
freedom to realise its economic
policies. If they do not agree,

we will try to find another way
out, but of course it will be

more difficult,” he said.

The chances of the Congress
agreeing to allow the govern-

ment to pursue economic
reform are remote. The smaller

Supreme Soviet has already
rejected the proposal.

The IMF has already broadly

approved a revised plan drawn
up by Mr Boris Fyodorov, the

deputy premier in charge of
the economy and finance,
which would rein back credits

and select those industrial
sectors which would be sup-
ported.

After more than a year’s
work with the Russian govern-
ment, the Fund is extremely
conscious of the difficulties the
Russian government has in
finding enough political sup-
port in. the country for harsh
economic measures.
Mr Camdessus, who has

given a high priority to the
Russian reform, is also anxious
to safeguard the IMF’s role in

the former Soviet states.

There has been growing feel-

ing among G7 states that prime
responsibility for economic
assistance to Russia should be
given to a committee drawn
from the G7, which would
judge the injection of aid on
political rather than strictly

economic grounds.

Members of the G7, most
notably France, Germany and
the US, have begun to show
growing concern about devel-

opments in Russia. President

Bill Clinton has called for a G7
meeting to deal with aid to

Russia as soon as possible and

President Boris Yeltsin confers with a colleague at the Congress of People’s Deputies yesterday

meet President
Vancouver on

is due to
Yeltsin in
April 4.

Mr Shokhin also believes
that a debt deal with Ukraine
is imminent. He believes the

Ukrainian government is ready
to agree to a division of the
former Soviet debt after

months of haggling over the

terms.

A meeting of the heads of the

governments of die Common-
wealth of Independent States is

set for tomorrow in Moscow.
Mr Leonid Kuchma, the Ukrai-

nian premier, is expected to try

to conclude an agreement with

Mr Shokhin on how the debt -

and the foreign property of the
former Soviet Union - is to be
shared between the two Slav

states.

Mr Shokhin said that an
agreement with the IMF would
be "very important” in finally

reaching a debt agreement

with the Paris Club. The club

usually requires this before it

defers debt repayments.

"Debt restructuring is now
the most important part of

western aid to Russia. If we get

agreement on it, grain and
other credit lines could again

be open to us.”

UK wants

G7 to aid

Moscow
By Alison Smith

BRITAIN yesterday stepped up
the pressure for an early meet-

ing of officials from the seven

leading industrialised coun-

tries to see what help the

Group of Sevan nations can
give Russia in its efforts to

implement economic reform.

After his meeting with Presi-

dent Mitterrand of France on
Tuesday, President Clinton

said G7 should “mobilise’" to

offer help in Russia’s economic

reforms.

British officials are in con-

tact with their counterparts to

try to arrange a meeting of

senior officials or of ministers

well before the G7 summit la

Tokyo in July.

They believe that a meeting

at that level is preferable to

one involving heads of govern-

ment, where the outcome
might be presentational rather

than real.

The fresh British efforts fol-

low Prime Minister John
Major’s meeting with Presi-

dent Clinton last month, at

which the two leaders agreed

that G7 should become more
actively engaged.

British officials said that die

worry about Russia, and in

particular about the position

of President Yeltsin, was
reflected in the feet that it fea-

tured so high up the agenda
when Aim for discussion was
so limited.

Germany ‘needs pact to

stave off deeper recession’
By Quentin Pee! in Bonn

URGENT agreement on the
planned solidarity pact to

finance the future cost of Ger-

man unification is needed in

the coining days, to prevent a
worsening of the economic
recession, Mr G(inter Rexrodt,

the German economy minister,

urged yesterday.

In spite of continuing deep
differences between the Ger-

man government and opposi-

tion. and between the central

government and the 16 federal

states, on ways of financing
the cost of unification, he
expressed confidence that a
deal on the pact was close.

In an interview with the
Financial Times. Mr Rexrodt
said that such an agreement
would be a "great break-

through”, amounting to a
major reform of public
finances, and a long-term guar-

antee of the cash transfers

needed to finance economic
recovery in east Germany.
Speaking on the eve of a

two-day closed-doors confer-

ence between Chancellor Hel-

mut Kohl and the 16 premiers
of the federal states, as well as
the leaders of the main parlia-

mentary parties, Mr Rexrodt
said he believed the political

conditions were right for a
deal.

"People have started to say
they don't care about the
details, whether it means a 13

pfennig increase in petrol tax,

or an 18 pfennig increase. They
have had enough talking, and
they want a solution. That
makes me hopeful," be said.

Speaking in the German
Bundestag earlier, Mr Rexrodt
said international financial
markets were expecting an
agreement, and it was essential

to avoid a further slide into

recession.

Mr Theo Waigel, the finance

minister and principal archi-

tect of the government’s pack-

age of social spending cuts and

cancelled tax breaks intended

to finance increased spending
in the east, rejected calls from
the opposition Social Demo-
crats for an early tax rise.

He insisted that the federal

government and the 16 states

must share the burden of fin-

ancing unification, rather than

switch almost the entire bur-

den onto the central exche-
quer.

Mr Hans-Ulrich Klose, leader

of .the SPD in the parliament,

restated the demand of the

opposition that a solidarity

surcharge on income tax
should be reintroduced in July
to meet the financing gap, and

flatly rejected any move to cut

social spending.

Kohl’s idea of solidarity may
decide the future of federalism
The only point of agreement between the Bonn government and the

opposition is that a deal must be done, writes Quentin Peel

T:
HE figures are huge,
and they never seem
quite to add up. The

debate is tempestuous, but
above all confused. The posi-

tions seem thoroughly
entrenched, and the differ-

ences between the negotiators

enormous.
The only thing that every-

one seems to agree on is that a
deal must be done, and
urgently. The stage is thus set

for today's opening of a
two-day, or possibly three-day
closed-door conference
between Chancellor Helmut
Kohl and the 16 prime minis-

ter's of Germany’s federal
states.

The negotiators hope to
reach agreement on a “solidar-

ity pact” for east Germany: a
deal between the federal gov-
ernment the 16 Linder, the
opposition Social Democrats,
and - somewhere hovering in
tiie wings - the business com-
munity and the trade unions,
on future financing of the
soaring cost of German unifi-

cation.

Many notable politicians
believe it will decide the
future of federalism In Ger-
many.
A clear outcome will counter

the growing mood of gloom in

the German economy. How-
ever, failure to reach agree-
ment will compound the sense
of political drift which is rein-

forcing the current recession.

The reason the issue is so
complex is that it seeks not
only to finance the huge cash
transfers needed (around
DMISObn (£63.5bn) a year
from west to east) to revive
the collapsed east German
economy, but also to Integrate
the eastern states into the
overall system which shares
out tax revenues between cen-

tral, state and local govern-
ment in the west.

The debate is therefore not

simply about bow much cash

the eastern Lauder need, but

far more about who will pay
for it. -7:

It Is a question of the-Bund
(central government), the

"Who is that groaning again?” ask Finance Minister Theo
Waigel and Chancellor Kohl as they tie up the solidarity pact

package at the expense of Mr Ordinary German in this cartoon

from Germany’s business newspaper Handelsblatt

Lander or, most probably, the

taxpayer.

Can cash for the east be pro-

vided by savings in the west,

by raising taxes, or by borrow-

ing? And who will take the
blame?
At the heart of the negotia-

tions will be the so-called LSn-
derfinanzaosgJeich: Hw» financ-

ing “equalisation’* system
which divides up tax revenues

and underpins the basic fed-

eral relationship between the

central government and the
powerful Lander.
They do not have any power

to raise taxes, depending on
tiie central government to do
it for them.
The equalisation system first

allocates tax revenues between
Bonn and the LSnder, and
then divides them again to

ensure that the poorest areas

of the country do not lose out

to the richest.

The mam tax where the divi-

sion is reasonably flexible is

value added tax, currently
shared 63 per cent for the
Bund, and 37 per cent for the

Lander.
The question Is who gets

what in fhture.

The system has creaked
along ever since the founda-

tion of the Federal Republic,

transferring cash from
wealthy states like Bavaria,

Baden-Wdrttemberg and
Hesse, to the poorer states like

the Saarland, Bremen and
Schleswig-Holstein.

The trouble is that the
advent of the five new states

has brought not only a vastly

increased financial require-
ment, without a healthy tax

base, but also five much
poorer regions into the
system.

S
o the poorest western
states look like suddenly
losing a big slice of their

previous income, and having
to pay more in direct transfers
to the east as welL
Mr Theo Waigel, the finance

minister, has come up with a
tax-and-savings package to
bridge the DMllObn financing
gap identified for 1995.

He wants DM60bn to trans-

fer directly to the Lander in

the east to run their budgets;
DH40bn to service an esti-

mated DM400bn in debts
inherited from the old East
Germany and the Treuhand
privatisation agency; and
DMlOim to finance continuing
industrial restructuring to pay
off housing debts and to main-
tain subsidies for the poorest

states in the west - the city of
Bremen and the Saarland.

Mr Waigel has agreed to pay
the full DM40bn debt service

from federal funds. As for the
rest, he wants the western
states to finance some
DM32bn, while the central
government would shoulder
the balance - estimated at
some DM38bn. His plan will

almost certainly be unpicked
over the coming days. It has
caused consternation among
the Linden the easterners say
DM60bn is not enough to keep
them going, and the western-

ers say they cannot afford to

pay anything like DM32bn as
their contribution.

In spite of their differences,

the Linder have agreed cm a
strategy: to get Mr Waigel (the

central government) to pay the
lku’s share. Instead of getting
jnst 37 per cent of VAT
receipts, the states want 45 per

cent, an increase of some
DM20bn. Then the eastern
states can have the whole
Increase, they say.

They will agree to a modest
package of spending cuts,

while the government will
have to raise taxes to bridge
the remaining gap. If they can-

not agree on adequate savings,

then the public sector deficit

may have to increase a bit fur-

ther, the states propose.
It all sounds painful for tax-

payers who would be asked to

cough up a new "solidarity

surcharge" in the coming
months, and for Mr Kohl and
Ur Waigel, who have promised
no tax increase before 1995.

Yet if Mr Kohl wants a deal,

K may be close to what he will

have to accept: a willingness
for the central government to
take on most of the DMllObn
harden, and raise income
taxes, if not this year, then in
1994. He can always blame the
Linder, and the opposition
Social Democrats, when it

comes to the next elections at
the end of the year.

For at the end of the day, he
knows that an inadequate soli-

darity pact will be better than
no pact at all.

Fresh steel talks

offer some hope
for other sectors
By Judy Dempsey in Berlin

IG Metali, Germany’s big
engineering union, and Arbeit-

geberverband Stahl, the steel

employers association, will

tomorrow start a fourth round
of arbitration talks for east
Germany's steel sector. The
outcome will be watched
closely by the union's members
in the metal and efeotriral sec-

tors.

Hie talks follow a decision

by IG Metall's national advi-

sory council to proceed with
strikes in the metal and electri-

cal sectors in eastern Germany
after GesamtmetaLl, the
employers association, broke a
contract which would have led

to parity between east and
west German wages by 1991
Under the terms of that

agreement, signed in March
1991, east Germany's metal and
electrical sector would have
received a 26 per cent pay
increase on April 1. That would
have brought their incomes up
to 82 per cent of levels in the

west
Even though the steel arbi-

tration talks concern largely
the same demands, Mr Michael
BShm, IG Metall’s spokesman
in Berlin, said the outcome of
the discussions could allow a
way out for both the employers
and the union’s metal and elec-

trical sectors.

IG Metali is demanding a 20

per cent rise for east German
steel workers, an increase
which would bring Incomes in

the sector up to 80 per cent of
western levels, even though
productivity is at least 70 per

cent lower in the east

"We are not asking for a
shorter week, or longer holi-

days. We are asking for a 20
per cent increase in wages. We
are still talking. That is the

important thing,” Mr BShm
said.

Another union official said
an offer at the steel talks of an
investment package might
prompt fresh negotiations
between Gesamtmetall and the
metal and electrical employees.
Mr Dieter Kirehner. Gesamtm-
etall’s chairman, was In Berlin
earlier this week where he
raised the possibility of discus-

sions to break the deadlock
with IG MetalL

Both employers associations

want a 9 per cent pay increase
In east Germany. In a recent
poll, Gesamtmetall claimed,
three quarters of canvassed
workers said they would accept
this increase if it meant the
survival of their enterprises.

• Steelworkers marched on
North Rhine-Westphalia’s state

legislature yesterday to protest
against the planned closure of
a Krupp steel mill in the heart
of Germany’s Ruhr industrial

region, Reuter reports from
Dfisseldort

Rail interests’

merger derailed
By Christopher Parties
in Frankfurt

THE GERMAN cartel office

has derailed a plan for two of
Germany’s biggest
engineering groups to merge
their railway businesses in a
joint venture.

Siemens and AEG, the
Daimler-Benz subsidiary, will
now disenss “partial
collaboration” and make new
proposals aimed at
overcoming the competition
authorities* objections,
Siemens Verkehrstechnik said
yesterday.

The would-be partners had
not been surprised by the
decision, the company added.
It was too soon to be specific,

but one fruitful area could be
closer co-operation in
manufacturing high-speed
train rolling stock.
The Berlin-based cartel

office rejected the merger plan
on the grounds that the new
company would dominate the
domestic market
The companies first asked

the office If it had any basic
objections to co-operation in
late November, and followed
np a month later with its

Joint-venture proposal.
AEG sells around DH1.6bn

(£670m) of locomotives and
rolling stock a year. The
Siemens business, which also
Includes stakes in the rail
divisions of Krupp and Kranss
Maffei, has around DM2,7bn

annual turnover.
Both businesses are

profitable and are expected to
benefit greatly from the
long-term project to merge
west and east German railway
networks while at the same
time upgrading the whole of
tiie forma GDR system.
At present the federal

railway authorities buy almost
exclusively from domestic
suppliers. However, the
German rail engineering
industry leaders were keen to
form a single company, the
better to compete in
international markets with
groups such as GEC-Alsthom
and ABB.
Siemens, which pulled

together its rail interests into
a new rail technology division
only three years ago, already
has several international
co-operation agreements,
including one with Ansaldo in
Italy.

• Bosch-Siemens, the kitchen
appliances company, has taken
over the small appliances
division of Gorenje, the
Slovenian white goods maker.
Small appliances account for

around 10 per cent of the
German group’s DM7bn
annual sales, and for 7 per
cent of Gorenje’s DMlbn
turnover.
The price was not disclosed,

although Bosch-Siemens said
it planned to invest DM35m in
its new acquisition over tiie
next few years.

Bosnian
Moslems
split on
peace map
By Robert Mauthner,
Diplomatic Editor

THE Moslem-led Bosnian
leadership yesterday remained
divided over whether to sup-

port the Vance-Owen peace
plan dividing Bosnia into 10

semi-autonomous provinces.

President AJjja Izetbegovic,

who was due to fly back to

New York at the end of this

week to give his government’s
reply to the mediators, Mr
Cyrus Vance and Lord Owen,
is now expected to delay Ms
return until next week.

In the meantime, Mr Vance
and Lord Owen are to have
talks in Paris today with Mr
Slobodan Milosevic, the Ser-

bian president, in an attempt

to persuade him to put pres-

sure ou the Bosnian Serbs to

accept their peace plan.

Bosnia’s ambassador to the

United Nations, Mr Mohaned
Sacirbey, said there were cer-

tain points in the plan on
which the Moslems could not

make further concessions.
The ambassador indicated

that, at a meeting of the collec-

tive Bosnian leadership in
Sarajevo yesterday, there was

a feeling that ethnicity
remained the predominant cri-

terion of the peace plan.
"I think the president is con-

vinced that he cannot sell this

(dan without some critical, but

not necessarily major,
changes," Mr Sacirbey said.

He said the issues that Mr
Izetbegovic would raise whoa
he returned to New York
included:

the future status of Sara-
jevo, which the plan would put
temporarily under a tripartite

leadership of Bosnian Moslems,
Serbs and Croats;
• some of the boundaries of
the provinces into which Bos-
nia would be divided;

• international guarantees for
tiie enforcement of the agree-
ment if the Bosnian Serbs
refused to sign it;

the precise relationship
between the central govern-
ment and the semi-autonomous
provinces.
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Mitterrand lieutenants await electoral fate French cabinet
The sheer scale of the shift in political sentiment will mean a shake-up, writes Alice Rawsthorn

NO SOONER had Mr
Dominique Strauss-
Kahn; the French

industry minister, arrived at a
Cambodian, social evening in
his Val d'Otse constituency
last week than Mr Pierre Lei*

louche, his conservative oppo-
nent in this month’s parlia-
mentary elections, walked into
the room.

A photographer started tak-
ing pictures. The minister
ordered him to hand over his
film. .'The photographer
refused.

For Mr Strauss-Kahn. 43, this
was only one of a string of
humiliations in the current
electoral campaign. Mr Lel-
louche, 42, a foreign affairs
adviser to Mr Jacques Chirac,
conservative mayor of Paris,
has steadily been gaining
ground. This week's polls sug-
gest he will win the seat
thereby depriving Mr Strauss-
Kahn of his place in parlia-

ment
If he loses, Mr Strauss.Kahn

would at least be in good com-
pany. Several prominent social-

ists risk defeat in this month’s
vote. Mr Michel Rocard, 62, for-

mer French prime minister and
the architect of the “big bang"
post-electoral alliance with the
ecologists, is in danger of los-

ing his seat at Conflans-Sainte-

Honorine near Paris, as is Mr
Roland Dumas, 70, the influen-

tial foreign minister, at Sarlat
in the Dordogne. Mr Georges
Marchais, 72, the veteran com-
munist leader, may forfeit the
seat he has held for 20 years in
Val-de-Mame.
The chief cause of this

shake-up is the sheer scale of
the shift in political sentiment
since the lam legislative elec-

tions In 1988.

The socialists now command
the support of just 22 per cent
of the electorate, according to

the latest Sofres poll for Le
Nouvel Observateur, against 38
per cent for the conservative
RPR and UDF coalition.

This means the socialists
stand to lose more than half of
their 270 seats in the National
Assembly.
However, the threat to Mr

Strauss-Kahn, Mr Rocard, Mr
Dumas and Mr Marchais is not
simply the result of a swing
from left to right.

It is also the legacy of longer
term structural changes In
French politics - disaffection

from the political establish-

ment and the rise of new move-
ments, notably environmental-
ism.

Mr Strauss-Kahn‘s constitu-

ency in Val d’Oise, a 1950b new
town which was expanded in
the early 1960s to house the
pieds noirs, the immigrants
then fleeing to France from
North Africa, looks like a clas-

Stranss-Kahn: the Industry
minister has faced a string of
humiliations In the campaign

sic socialist stronghold with its

litany of social problems.
Those problems have escalated

as areas like Sarcelles, the
urban hellhole within the con-
stituency, have borne the
brunt of the recent surges in
unemployment, crime, drugs
abuse and racial tension.

Mr Strauss-Kahn, a former
flfgutemie married to Ms Anne
Sinclair, doyenne of France's

Dumas: is also struggling
against a strong conservative

candidate in the Dordogne

television presenters, has
appeared increasingly remote
from his constituents as he has
pursued his ambitions in the
industry ministry.

Mr Lellouche has been swift

to exploit this scenario and to

paint the ruling socialists as

the cause of Sarcelles' prob-
lems, rather than in their old

role as a source of solutions.

The latest CSA poll for Le Pari-
i

sieh suggests Mr Lellouche will

win the final vote on March 28

with 52 per cent, against 48 per

cent for Mr Strauss-Kahn.

Down in the Dordogne. Mr
Dumas is also struggling
against a strong conservative

candidate.

Mr Jean-Jacques de Peretti,

the Gaullist mayor, has, like

Mr Lellouche, profited from the
socialists’ plunging popularity.

He has also benefited from the
recent scandal over Mr
Dumas's friendship with Ms
Nahed Ojjeh, daughter of Mr
Mustapha Tlass, the Syrian
defence minister, and the
revelation that her family
foundation paid for a new
£Lm scanner in a Sarlat hos-

pitaL

One of the few consolations

for Mr Dumas and Mr Strauss-

Kahn is that their campaigns
are, at least, straightforward
battles between left and right.

Mr Rocard and Mr Marchais
are not so fortunate.

Their different electoral

strategies have been compli-

cated by the emergence of the

ecologists as a third force in

French politics and as a protest

vote against the traditional

left.

There are two rounds of vot-

ing in French legislative elec-

tions. Candidates qualify for

the second round if they win
12.5 per cent of the first vote.

Mr Rocard and Mr Marchais

are in constituencies where
both the ecologist and conser-

vative candidates are expected

to join them in a three-way
fight for the second round. Mr
Marchais. who has presided
over the fading fortunes of the

French communists since 1972.

risks being beaten In the sec-

ond round by Mr Alan Lipietz.

the ecologist, according to

CSA.

Mr Rocard’s problem is that

Ms Monique Le Saux, the ecol-

ogist candidate who is his for-

mer parliamentary adviser,

stands to win 17 per cent of the
second round.

This means that the former
prime minister’s support would
fall to 37 per cent, thereby
allowing Mr Pierre Cardo, the
conservative, to win the consti-

tuency with 47 per cent.

Such a defeat could damage,
but not destroy, Mr Rocard ‘s

chances in the 1995 presiden-

tial elections and would also

dent the credibility of his call

for a socialist coalition with

the ecologists, although Ms Le
Saux could, of course, be per-

suaded to stand down in the

second round.

In the meantime Mr Rocard
seems remarkably sanguine.
“This is my 14th campaign,” he
said this week. “Ifs all rather

routine.”

backs reform

of constitution
By David Buchan in Paris

THE French government
yesterday put its stamp of
approval on President Francois
Mitterrand's proposed constitu-

tional reform aimed at giving
France's legislature and judi-

ciary more independence from
its executive.

The proposals, which will go
to parliament for discussion
after this month’s elections,

are designed to boost the pow-
ers of scrutiny of the relatively

weak National Assembly as
well as to give it more leeway
to organise its own business.
However, it proposes that

parliament should sit for a sin-

gle session from October to
June each year rather than its

current two sessions of 90 days
each.

The only mildly controver-
sial element is Mr Mitterrand’s
call for the scrapping of Article
16 which gives a president
extraordinary powers in a
national emergency.
The Conseil d’Etat, which

advises the government on
constitutional matters, coun-
selled against abolishing this

article, even though it has only
been used once - by General
de Gaulle during the Algerian
troubles in the early 1960s.

In the present political cli-

mate virtually the only consti-
tutional issue of interest to
most French is the president’s
term of office.

Mr Mitterrand had hinted
that he might call for presiden-
tial terms to be shortened Cram
seven years, or made non-re-
newable.
However, the plan approved

yesterday follows an early
advisory committee in recom-
mending no change to this
issue which has sparked wide
political debate.

The Union for French
Democracy (UDF), led by ex-

President Valery Giscard d’Es-
taing who believes in reducing
the tenure of a French presi-

dent, yesterday took for the
first time a slight lead over its

Republican Rally (RPR) Gaull-

ist ally in an opinion poll.

An IFOP survey gave the
UDF 20 per cent, the RPR 19.5

per cent, with the ruling
Socialist party trailing at 22
per cent

Milan election to

test opinion after

corruption probes
By Haig SimonJan in Milan - autonomist Lombard League,

which captured about a third

ITALY'S first big test of public of the vote in nearby Varese
opinion since revelations of last December,
widespread political corruption ' Securing the mayorship of

gathered pace this year has Milan would be a big prestige

dawned with the prospect of boost for its leader, Mr
elections in Milan, its second Umberto Bossi. who is thought
biggest city.... to have set his sights on con-

The move follows the deef- trol of the former Socialist East-

sion by the majority of council- ness,

lors to resign on Tuesday night The collapse of Milan's
following widening rifts within administration after weeks of

the coalition administration agony follows growing political

and the arrest of one member problems in Rome, Turin and
following investigations into Naples, where the mayors have
kickbacks."

"
' stepped down and attempts are

The Milan poll, which may . Under way to form new coaU-

be held In June, could offer the Hons. However, Milan is the

first big test of public support first case where councillors

for the parties before widely have opted for elections, rather

expected general elections later than using the statutory 60-day

In the year. . period to form a new adminis-

Coming in the city where tration.

magistrates first stumbled on The resignation of the coun-

the trial of what has become a cil coincided with a decision,

national corruption scandal, yet to be formalised, to drop
the vote will put all the main Milan’s bid to host the Olympic
parties to the test Games in 2000. Although never

It would indicate the level of . a front runner, officials had
support .for the discredited 'until recently Insisted Milan
Socialists, whose former would press ahead with its bid

leader, Mr Bettino Craxi, based despite the growing political

his power in Milan. Early elec- scandals. Italy's Olympic Com-
tions could also prove an mittee may consider re-bidding

important challenge to the for the Games to 2004.

EG test for UK
electoral system
By Lionel Barber partial proportional representa-
in Strasbourg tion could be introduced in

time for the 1994 elections.

THE European parliament According to the resolutions

yesterday approved proposals approved, the UK would be
for a uniform electoral system, able to retain at least two-
stepping up pressure on the thirds of seats under its pres-

UK te accept a form of propor- ent “first-past-the-post" elec-

tions! representation m elee- toral system. The remaining
tions to the EC body. one-third would be elected
The UK, which has fought using national or regional lists

for 10 years against propor- of candidates,

tional
: representation to the A separate measure allows

parliament, seems certain to member states to Introduce a
exercise a veto. Under the minimum 3-5 per cent thresh-

Maastricht treaty the 32 mem- old which parties must cross to

ber states must approve the gain seats in Strasbourg. The
measures unanimously in the minimum hurdle is designed,

council of ministers. as in Germany, to prevent the

The proposals approved in rise of extremist parties.

Strasbourg yesterday were a MEPs also approved a clause i

carefully crafted compromise allowing special arrangements
aimed at accommodating Brit- to ensure representation by
ish objections so that at least regional nationalist parties.

LONDON SCHOOLOF ECONOMICS
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Swiss [Telecom liberalisation debate reopens in EC
women
in rare

triumph hiA
Europe^

By Ian Rodger in Zurich tries ar
ened by

WOMEN scored a rare triumph ation a
over Swiss male chauvinism which
yesterday when Ms Ruth Drei- market
fuss became oniy the second Internal
woman to be elected to the Talks
seven-member federal cabinet Deutscf

It took considerable back- mansta
room intrigue, angry demon- reopen
strations by women through- many's
out the country and ultimately and the
three rounds of balloting Telekon
among the mainly male fed- “the cor

eral parliamentarians before the Eur
the little known Ms Dreifuss long as
emerged a victor. sector fc

And in the end no one was ditioos f

happy. “It is a typical Swiss The c

coni promise, with no winners that pri

or losers.*' one parliamentar- way to t

ian said. globally
The trouble began In Janu- Bonn g(

ary wben Mr Rene Felber, the through
foreign minister, resigned The g
from the cabinet As Hr Felber present
was a member of tfae Demo- merit wh
cratic Socialist party and a
French Swiss, the “magic for-

mula" agreed by the four par-

ties in the coalition govern-
ment required that his
replacement also be a French
Swiss socialist

Tfae socialists quickly dis-

covered that Ms Christiane
Brunner, a trade union leader,

was one of only two to meet
the requirements. Making a

virtue out of near necessity,

they championed her, saying it

was high time a woman was in

the cabinet
The liberal and conservative

parties in the coalition dis-

agreed. at least as far as Ms
Brunner was concerned. Her
dress was too casual, her pri-

vate life unorthodox, they
complained. Worse, she had
once supported a proposal to

abolish the Swiss army.
Give us a choice, they

demanded, bat the socialists

refused. When it came to the
vote a week ago. they rejected

Ms Brunner, electing a French
speaking socialist man, Mr
Francis Matthey. instead.

For the socialists, this was
unacceptable. They ordered Mr
Matthey not to accept his elec-

tion, and threatened to leave

the coalition, a move that
some of their conservative
partners secretly hoped for.

Instead, they turned the
tables, proposing Ms Dreifuss.

a trade union leader with
views virtually identical to

those of Ms Brunner.
The liberals and conserva-

tives fumed and squirmed, but
obviously influenced by the
wave of protest against their

shoddy treatment of Ms Brim- Hundreds
ner, most reluctantly fell into newspape
line. Serb canil

The Deutsche Telekom privatisation talks have brought the competition issue to the fore. Our Foreign
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D EBATES taking place
over the future of tele-

communications
monopolies in a number of
European Community coun-
tries are likely to be height-

ened by a plan under consider-

ation at the EC Commission
which would liberalise the

market for all domestic and
International telephone calls.

Talks on the privatisation of

Deutsche Telekom, the Ger-
man state telephone monopoly,
reopen today between Ger-
many's coalition government
and the opposition. Deutsche
Telekom yesterday welcomed
“the competition promoted by
the European Community as
long as all companies in the

sector lace equal and fair con-

ditions for competition”.

The company has argued
that privatisation is the only
way to ensure it can compete
globally and has urged the
Bonn government to push it

through as rapidly as possible.

The government will today
present an eight point docu-
ment which plans to turn Deut-

sche Telekom into a share-
holder company and sell part

of its equity. The document
also foresees that a monopoly
will be maintained for the next
five years and possibly addi-
tional three years.

But a fierce discussion Is

expected between the govern-
ment and the opposition Social

Democrats who oppose out-
right privatisation. The agree-
ment of the opposition is

needed in order to change the

constitution and allow privati-

sation to go ahead.
The European Commission

will meanwhile finish nearly
six months of consultations
with the industry, consumers,
regulators and member states

at the end of this month.
According to senior Brussels

telecoms officials, the mood of

the industry is gradually
changing towards opening all

domestic and international
telephone calls to competition,

albeit in a number of phases
introduced over a period as
long as 10 yearn.

The highly sensitive decision

on whether to press for full

liberalisation and harmonisa-
tion of “voice telephony" in the
EC will be up to the 17 commis-
sioners. prompted by Mr Mar-
tin Bangemann, EC commis-
sioner for industry and
telecommunications, and Mr
Karel Van Miert, responsible
for competition.

A report approved by the
Commission in October laid

out four options for the next
wave of legislation, ranging
from doing nothing to full lib-

eralisation. At that stage, com-
missioners favoured a cautious
approach, opening cross-border
calls within the EC to competi-
tion as a first step.

I
f the Commission chooses
a more ambitious pro-
gramme, culminating in

open competition across the
whole European network, it

will set the scene for a fierce

political debate between mem-
ber states on the pace and
extent of liberalisation.

The German negotiations
broke down last December

with the opposition flatly
rejecting the government plan.

But both sides today, led by Mr
Wolfgang Botsch, posts and
telecommunications minister
since January, and by a new
negotiating team for the Social

Democrats, say they are will-

ing to find a compromise.
The Social Democrats claim

a private telecoms monopoly
could renege on the current
obligation to service all parts

of the country. They have also

been representing the powerful
post and telecoms trade union
which fears for the special
privileges of its members, who
have the job security and pen-

sion rights of civil servants, if

privatisation goes through.
They are instead proposing

that Deutsche Telekom
becomes an Anstalt des offen-

Uischen Rechts. or public law

corporation, a special legal sta-

tus enjoyed only by some
regional banks and television

channels in Germany. Such a
corporation would initially

offer non-tradable certificates

to private buyers.

Deutsche Telekom says it

urgently needs to expand its

capital base through outright

privatisation in order to help

finance a DM60bn investment

programme in east Germany.

W henever the Commis-
sion has . rolled out

new proposals for

telecommunications deregula-

tion in recent years one of the

loudest voices of dissent has

been France Telecom, the giant

French telecommunications
group which is arguably the

flagship of France's public sec-

tor.

On opening up the market
for domestic and international

telephone calls, France Tele-

com said yesterday that it

would wait until it received a
clear indication of the EC's

proposals before assessing its

own position. However, it

stressed that it considered the

question of deregulating the

voice telephony market - which
still represents around SO per

cent of the turnover of most
European telecommunications

Hundreds of angry Belgrade depositors queue outside a branch of the private Jugoscandic bank yesterday. They were demanding the return of their money after
newspapers alleged its owner had fled the country, Reuter reports from Belgrade. Mr Jezdhnir Vasfljevic, a close ally of Serbia's President Slobodan Milosevic, left the
Serb capital on Monday for Budapest and arrived in Tel Aviv on Tuesday. Bank officials, anxious to prevent a ran on the bank

,
mid Mr Vasiljevic would return.
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NORWAY'S fragile economy is

expected to strengthen in 1993

and 1994. helped by increased

exports. But improvement
depends on revived world com-
modity markets, enhanced
cost-competitiveness and low
wage claims, according to the
annual report on the country
by the Organisation for Eco-

nomic Co-operation and Devel-

opment.
The OECD warned that with-

out improved market condi-
tions for commodity prices the
expected increase in Norwe-
gian exports would be at risk.

Improved export perfor-
mance “will only materialise if

competitive gains are not offset

by higher wage gains. The still

fragile domestic financial situ-

ation might also hamper the

pick-up of activity, as a further

deterioration in banks' balance
sheets or failure to restore
bank profitability could aggra-
vate the difficulties in financ-

ing new investments,” the
OECD said.

Mainland gross domestic
product growth, excluding
petroleum and shipping, will

expand nearly 2 per cent this

year and exceed 3 per cent in

1994. the OECD said. Overall
GDP growth is forecast to rise

3-8 per cent in 1994, after a 1.3

per cent gain in 1993.

Improved business invest-

ment prospects should also
contribute to an upswing in

economic activity with contin-

ued expansion of petroleum

production helping to maintain
a large external surplus.

Norway, the world’s tenth
largest oil producer with cur-
rent daily crude oil output of
2.3m barrels, will see petro-

leum production grow at an
annual rate of 6 per cent in

1994, the OECD forecast The
organisation said that Nor-
way’s oil-adjusted budget defi-

cit appears now much larger

than can be covered by net oil

revenues on an ongoing basis.

On Norway’s banking crisis,

the OECD said further reform
of the financial system is nec-

essary to restore a healthy and
competitive domestic banking
Industry. Following five years
of massive losses, Norway’s top
three banks have become state-

owned.

By Nicholas Denton
In Budapest

WESTERN business executives

rate Hungary and the Czech
Republic as the best places for

business In eastern Europe,
according to a new poLi-

Some 48 per cent of execu-

tives interviewed in a survey
by American Express said the
business environment In Hun-
gary was good or excellent and
43 per cent said the same of the

Czech Republic.

Budapest, where reforms
towards a market economy and
modernisation started first, led

the pack in telecommunica-
tions, basic utilities, labour

quality and trade regulations.

Prague, which has a longer
business tradition, followed
close behind in most categories

and led in terms of financial

regulations.

However the survey found
that it was Poland’s economic
stability which had improved
the most, with 41 per cent rat-

ing the country positive com-
pared with only 3 per cent in
1990.

That finding contrasted
sharply with the view that eco-

nomic stability in Moscow had
deteriorated.

A full 62 per cent rated the
business environment in Rus-
sia as poor.

The survey, which covered
126 leading executives of com-
panies with links with eastern
Europe, coincides with other
indications of the countries'
relative popularity.

Hungary has attracted $4_8bn
(£3.32bn) in accumulated for-

eign direct investment since
reforms began, which amounts
to more than half of the total

for the region: however the
Czech Republic is catching up
fast

Moreover, political stabilisa-

tion and signs of economic
recovery have more recently
made Poland flavour of the
month among merchant bank-
ers and investors.
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“Spin-off is the term increasingly used to describe the system of decreasing staffing levels of major

corporations by encouraging executives to set up separate enterprises as satellites to tne parent company.

What companies stand to gan burn spin-offs, and the advantages of this fast-growing technique for local, regional,

national and even Eastern European economic development, are to be discussed by top industrialists,

senior EC Commission officials and pofitwans at this high-level conference.

Participants will represent scores of major companies around Europe already benefiting from corporate spin-offs,

and Forum Europe's lively debating style will provide the ideal opportunity

for professional contacts to be made.

For mare information please return this completed form to Forum Europe, OR H In UK freephone British Coal Enterprise Ud. on
0800 444 235 quoting “EBN” giving the information requested below.

Name Company / institution

Address Country

Te) Fax -

I would like to receive information concerning :

Q Spin-off conference Q British Coal Enterprise Q CERRM Q EBN Q Forum Europe

Forum Europe 88 rue des Patrfotes, B 1040 Brussel, Belgium Tel : (32 2) 736 14 30 Fax : (32 2) 736 32 16

• The European Business and innovation Centra Network (EBN} is supported by the Commission of (he European Communities.

companies - as one of “great

sensitivity" with “economic

and social implications for the

whole industry".

One of France Telecom's

chief concerns is the need to

ensure that the standard of

telecommunications networks

is sufficiently high across the

Community. A traditional

objection to complete deregula-

tion has been the poor state of

the networks in southern
Europe.
The group is also concerned

that European telecommunica-

tions companies will continue

to be able to fulfil their old

public service commitment of

offering an equal service to ail

customers.
In Spain, the chief obstacle

to a rapid liberalisation of tele-

communications, especially

voice traffic, is the govern-

ment's reluctance to allow
domestic call charges to rise

rapidly. Spanish domestic tele-

phone charges are low and are
subsidised by expensive trunk
charges and other service tar-

rifs. But any attempt to raise

the costs of local calls, to the
levels of stronger EC members
would have a dramatic effect

on Spanish inflation. -

The Government is allowing

the operating monopoly, Tele-

fonica. slowly to correct its tar-

iff imbalances but insists that

the overall increase -stemming
from any of these changes
must remain just below infla-

tion.

Telefonica is a little more
ambitious than the govern-
ment and has. at least in the-

ory, reconciled itself to a
totally liberalised market, “it is

simply a matter of preparing
oneself.” says a company offi-

cial, “there is no point oppos-

ing liberalisation. It is. just .a

question of time until. the
Buudespost starts offering ser-

vices to big German companies
in Spain-” The Spanish com-
pany is already starting to

explore opportunities in Portu-

gal and the UK. ......

By Andrew Bill in Brussels,

Ariane GeniUard m Barm, Ada
Rawsthom in Paris and Haig
Simonian in Milan

Close vote likely

on Poland’s big

sell-off scheme
By Christopher Bobtnskl

in Warsaw

POLAND’S coalition
government is hoping that its

I wafer thin parliamentary
majority will hold In next
week’s vote on the country’s
controversial mass privatisa-

tion scheme.
The scheme envisages the

transfer of 600 state enterprises

to foreign-managed investment
funds, with shares in the funds
handed out at a nominal fee to

the population. The plan seeks

at one blow to widen share
ownership, reduce the state

sector, streamline enterprise

management and improve the

ability of the companies to

raise investment funds.

Over 50 foreign investment
banks and consultants, includ-

ing Kidder Peabody and Klein-

wort Benson, have offered to

run the 20 or more funds.
These will exist for 10 years.

After then the shareholders
can decide whether to liquidate

the funds.

Parliament has been working

Czechs plan second
wave of privatisation

rf
r°,a

J for

Lzil tax

on the draft legislation since

last autumn. A debate last

week revealed doubts among
both the opposition Jeff and
government supporters from
the nationalist ZChN party.

Government officials fear

opponents could remove some
of the plan's key elements. Sev-

eral ZChN deputies have
threatened to vote against tbe

plan unless foreign manager*
are excluded from the scheme.

Meanwhile the SLD group,
encompassing the former com-
munists, approves of the use of

foreign managers but wants to

limit the scheme to a pilot proj-

ect encompassing only 200

plants. The SLD also argues

that the shares should not be

distributed until 1995 after the

funds' Initial performance has
been reviewed.
Tbe World Bank is linking i

approval of successive 1

tranches of a projected $450m
structural adjustment loan
designed to finance a domestic
bank debt redaction plan to

the scheme being implemented
by parliament

By Patrick Blum in Prague

THE Czech government plans
to sell companies and property
worth CzK500bn (£12.lbn) in a
second wave of disposals of
state assets from next autumn,
the privatisation ministry con-
finned yesterday.

More than 2,100 companies
are earmarked for privatisa-
tion, though more may be
added to the list until the
March 15 deadline for approval
by the ministry. Sectors
affected by the programme
include industry, agriculture,
housing, services and health
care.

Candidate companies include
names such as Budvar (beer),
and Crystalex (fine glass) as
well as Kotva, Prague's leading
department store. Cesky Pli-
narsky Podnik, the Czech gas

distribution and transport com-
pany. Chemopetro and Kaiuuk Mi

(oil refineries), and Zetor, the

tractor manufacturer from
Brno are also included, as are

several steel companies.
About 30 per cent of the

value of assets to be privatised

will be sold by issuing vouch-

ers to the public that can later

be used to bid for shares. The
remainder will be sold through
direct negotiations witbpoten-
tial investors, by public tender

or auctions.

The first wave of privatisa-

tion was completed last Decem-
ber before the break-up of the

former Czechoslovakia into

separate Czech and Slovak
states on January 1. This
transferred assets worth ,,

CzK630bn to the private sector, w 1

About 1,500 companies were
privatised by vouchers alone.
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Fed presidents defend

interest rate caution

MBS JANET RENO, a 54-year-old Miami prosecutor, la sailing
swiftly through the US Senate for a likely quick confirmation as
attomey-generaL She appeared before the Senate Judiciary com-
mittee yesterday for more questioning as legislators Indicated
there was a chance it would approve her nomination today.

Jamaica PM calls

poll for March 30

Senate’s

approval

near for

Brazil tax
- By Christina Lamb in Brasilia

THE Brazilian Senate was set
yesterday to approve a new
tax on financial transactions,
after reassurances from the
finance minister that the gov-
ernment is planning no stock
measures.
Government officials were

predicting a smooth passage
for the tax,- having overcome a
credibility crisis provoked by
the nomination last week of
Mr Efiseu Resende as Brazil’s
third finance minister in five

months.
He had held public office

during the military regime of
1964-85, when, he was behind
some huge and costly develop-
ment projects now considered
white elqibants, such as the
Transamazonica - a road
through the Amazonian rain
forest

The optimism yesterday
arose from a positive reaction
to promises by Mr Resende in
his six-hour address to the
Senate late on Tuesday. He
said that in the fight against
inflation, there would be no
shock measures such as a
price freeze, devaluation or
compulsory lengthening of
terms on Treasury bonds.

The minister reiterated the
need for the new tax. It was a
“hole-filler of the utmost
importance," he said. The 0.25

per cent levy, on cheques and
financial transactions is expec-

ted to raise the equivalent of

an extra 1600m per month,
essential for government
attempts to balance its budget
Mr Resende reaffirmed that

the government intends to use
$4bn of the extra revenue to

pay off half of the domestic
debt titles which fall due this

year. However, the tax cannot
take effect until a supplemen-
tary tow has been enacted.

Yesterday, the financial

markets had their calmest day
for weeks, relieved by the min-
ister’s assurances and by the

choice as Central Bank gover-

nor of Hr Paulo C£sar
Kimenes, Brazil’s representa-

tive at the Inter-American
Development Bank in Wash-
ington.

ALL 12 presidents of the US
Federal Reserve Bank yester-

day delivered an upbeat out-
look for the country's economy
at an unprecedented congres-
sional hearing, Reuter reports
from Washington.
Several expressed the hope

that lagging jobs growth would
accelerate soon and stressed
the need for the Fled to pursue
a cautious interest rate policy.
The hearing, before the Sen-

ate Banking Committee, drew
together for the first time
before Congress the 12 presi-

dents from the Federal Reserve
district banks, including five

who vote on the Fed’s policy-

making open market commit-
tee.

The hearing was a show of
force by congressional Demo-
crats, who have voiced dissatis-

faction with the Fed's cautious

By George Graham

SEVERAL US bank regulations

are being relaxed to help
encourage renewed lending,
particularly to small business.
President Bill Clinton
announced yesterday.

It would make it easier for

well-capitalised banks to make
“character loans" based on
their judgment of the bor-
rower, rather than on detailed

documentation and collateral,

without incurring the suspi-

cions of bank supervisors.

Mr Clinton also wants to
raise the threshold below
which -appraisals will not be
required for property loans,

and stop the appraisal require-

ment when property is offered

as additional collateral for a
business loan. Loans secured

by property should be valued
on the basis of the borrower's
ability to pay over time, rather

than on the assumption of

immediate liquidation.

Supervisory agencies will

also institute a process for

banks to appeal against a
supervisor’s decision, as well

approach to monetary policy,

and who are considering
moves to curtail some of the
bank's much-vaunted indepen-
dence.

The Fed presidents generally

defended their policy, saying
that it bad succeeded in virtu-

ally taming inflation and lay-

ing the groundwork for a sus-

tained economic expansion.
Kansas City Fed president,

Mr Thomas Hoenig, defended
the current monetary policy as
appropriate. His colleague from
Atlanta. Mr Robert Forrestal,

agreed. “Right now 1 think
monetary policy is on target,”

he said.

The Fed presidents gave few
hints about their future poli-

cies. but suggested little

change.
Mr Gary Stem, president of

the Minneapolis Fed, said:

as procedures for handling
complaints from banks and
from the general public.

The measures have been
widely trumpeted by the Clin-

ton administration as a blow
against the "credit crunch", a
constriction on lending that

many bankers Haim has been
caused by excessive regula-
tions. However, bank supervi-

sory agencies expect them to

have only a marginal impact

on lending, arguing that new
legislation would be needed to
achieve a greater effect.

There is very little we can
do simply by changing regula-

tions. Most of what we do is

dictated by the law of the
land,” said Mr Lawrence Lind-

say, a member of the Federal

Reserve Board, in a speech ear-

lier this week.
Congressman Henry Gonz-

alez, chairman of the House of

Representatives hanking com-
mittee, has also warned Presi-

dent Clinton not to undo neces-

sary bank safety regulations
implemented to stop the rash

lending that led to the bank
debacle of the late 1980s.

“Our short-run response
should in general be cautious

because of uncertainty both
about the state of the economy
and the effects of policy on the

economy."
Both Mr Edward Boehne,

president of the Philadelphia
Fed, and Mr Thomas Hoenig,

from Kansas City, expected the

consumer price inflation rate

to be below 3 per cent this

year. In January, prices rose at
a year-on-year rate of 3J3 per
cent
Much of the testimony cen-

tred on local economic condi-

tions in each of the Fed's 12

districts. In most of the coun-
try, the economy is gradually

improving, although there are

some key exceptions, such as
California and other areas hit

hard by defence cuts and cor-

porate restructuring.

The truth is that all too
many banks are taking the
easy route of investing in Trea-

sury securities rather than put-

ting in the time and effort

required to make a consumer
loan," Mr Gonzalez complained
recently.

Mr Charles Bowsher, the US
comptroller general, has also

defended the need for the addi-

tional safety and soundness
regulations passed in new
banking legislation in 199L

“It would be foolish, in my
view, to attempt to periodically

weaken and tighten bank regu-

lation in response to recession

and inflation

“Had the banking industry
not dissipated its capital in the

1980s by making so many bad
loans, It would have been
better able to handle some of

the problems encountered in

this recession,” Mr Bowsher
said in recent testimony to

Congress.

However, a study by regula-

tory agencies estimated the
cost of regulatory burden on
banks at somewhere between
S7.5hn and $17bu in 199L

Mexican
party

funding

limited
By Damian Fraser

hi Tijuana, Mexico

MEXICO'S ruling Institutional

Revolutionary Party (PRD has
agreed to accept a limit of lm
new pesos ($320,000) on individ-

ual contributions to the party.

The decision follows a public

outcry over disclosures that
the PRI had solicited donations

of hundreds of millions of dol-

lars from wealthy business-
men.
The reversal came after

opposition parties and the
public had denounced a dinner
at which 30 select businessmen
had been asked to give some
$25m each to the party's trust

fund.

The Mexican independent
press and the opposition
argued that the huge donations
would make it impossible for

the latter to compete on equal

terms in the next presidential

election. PRI members also

complained that the business-

men's contributions would give

them excessive influence over

the party, which has long
enjoyed the support of Labour

and peasant organisations.

President Carlos Salinas

explained the reversal:
“Among the militants to the

parties, and among public
opinion, there has been
expressed, with reason, con-

cern that the donations are
excessive and concentrated,
and that they represent an
undue influence.”

The limitation of lm new
pesos will only apply to contri-

butions to the party’s trust

fund. However, a presidential

spokesman said that Congress
would soon debate legislation

aimed to limit contributions to

electoral campaigns. The PRI
also said that it would only

accept money from individuals

and social organisations, not
from incorporated businesses.

The PRI will go ahead with
other fund-raising, such as its

national lottery and credit

cards for 500,000 sympathisers.

It will still be much better

endowed than other opposition

parties, thanks in large part to

its continuous presence in
power for the past 64 years.

By Canute James in Kingston

MR P J PATTERSON, prime
minister of Jamaica, has called

a general election for March 30,

eleven months before it is con-
stitutionally due.

He said he was seeking his

own popular mandate, a year
after he took office on the res-

ignation ofMr Michael Manley.

The early election, however,
appears to have been deter-

mined by opinion polls show-
ing a healthy lead for the
incumbent People's National

Party.

Last month, polls gave the

PNP a 12-point lead over the

opposition Jamaica Labour
Party, led by Mr Edward
Seaga, a former prime minis-

ter. The JLP started to cam-
paign a fortnight ago after indi-

cations that Mr Patterson was
considering a snap election.

The main issue to the cam-

paign will be the economy of

the Caribbean island of 2.3m.

Mr Patterson’s administration
has continued the programme
of extensive deregulation
started by Mr Manley, includ-

ing the liberalisation of the
island’s foreign currency
market.
Mr Seaga has argued,

though, that the government
has gone overboard in deregu-

lating the economy and was
abandoning some of its respon-
sibilities.

The incumbent party's sup-

port has been lifted in recent

months by indications of sta-

bility in the economy. The
Jamaican dollar has depreci-

ated rapidly after its flotation

18 months ago, and inflation

for the first nine months of the
current fiscal year was 17.9 per

cent, against 73.1 per cent for

the equivalent period of the

last fiscal year.

Another

arrest

over NY
explosion
A THIRD person was arrested
yesterday in connection with
New York's World Trade Cen-
tre explosion, which killed at

least five people and injured
more than 1,000. writes Karen
Zagor to New York.
The suspect, identified by

Cable News Network as Mr
Nidal Ayyad. is believed to be
a 25-year-old chemical engi-

neer. He is alleged to have
taken part in renting the van
believed to have been used in
the bombing.
Last week, Mr Mohammed

Salameh was charged with aid-

ing and abetting the bombing
and subsequent fire and with
transporting explosives across
state lines.

GM court plea
General Motors has asked for a

new trial of a Georgia case in

which the parents of a boy wbo
died in a lorry crash were
awarded SI05m. AP-DJ reports

from Detroit. The company
said new witnesses claimed
Shannon Moseley, 17, might
have been dead before the
truck caught fire. His family

blamed his 1985 death on place-

ment of the fuel tanks.

Canadian transport
Sweeping changes to Canada's
transport sector, including the

privatisation of Canadian
National Railways have been
proposed by the National
Transportation Act Review
Commission, writes Robert
Gibbens to Montreal.
Under the proposals, foreign-

ers will be allowed to own 49

per cent of a Canadian airline,

up from the present 25 per
cent, and all transport subsi-

dies will be phased out.

• Canada's central bank rate

declined 23 basis points yester-

day to 5.66 per cent from 5.89

per cent a week earlier. The
total decline since late last

November Is now 316 basis

points and the Canadian dollar

has weakened after two weeks
of continuous strength. The
banks were expected to drop
their prime lending rates to

625 per cent, a 20-year low.

Bank regulations eased

to encourage lending

second

isation
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r
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M • Japan balks at US tough
license * 0
French line over semiconductors
high-tech
By Michiyo Nakamolo

FIVE Japanese companies
have signed a technology
licensing agreement with Bull,

the French state-owned com-
puter group, that will allow
them tD use Boll's patented
technologies for IC (integrated

circuit) card technology.

Toshiba, Hitachi, Oki Elec-

tric, Toppan Printing and
Kyodo Printing have agreed to

pay a fee to license technology
owned by Bull's integrated cir-

cuit card company, Bull CPS,
covering 500 areas related to

1C cards and reader/writer
machines. The value of the lic-

ensing deals Ls not revealed.

Bull already has agreements
with Toshiba, Hitachi, NEC,
Sharp and Oki Electric to

license its self-programmable
one-chip microcomputer
(SPOM) patent which covers

technology for single-chip
microcomputers used In IC
cards.

The deals represent an
unusual example of high tech-

nology flowing from France to

Japan, rather than vice versa.

SPOM technology enables
memory, microprocessors and

programmes to be put on a

single chip, thereby reducing

significantly the cost of manu-
facturing integrated circuit

cards.

The 1C card market in Japan
is expected to grow to between
Yl.OOObo (£5.8bn) and
Y2,000bn (£il.7bn) as IC cards

are used increasingly to

replace keys in intelligent

buildings, to record personal

medical information and even-

tually as a replacement for

money.

By Michiyo Nakamolo
In Tokyo

THE JAPANESE
semiconductor industry has
raised its voice in protest
against recent criticism from
the US over Japan's expected

failure to fulfil a bilateral

agreement on foreign market
share of the Japanese semicon-

ductor market. That was sup-

posed to reach 20 per cent by
the end of last year: the third

quarter figure was almost L6

per cent.

The Electronics Industry
Association of Japan has pub-

lished a report on the 1991

US-Japan Semiconductor
Arrangement, which tries to

clarify what the bilateral

agreement calls for and to

explain why the 20 per cent

market share figure the US has

focused on is not a fair mea-

sure of the improvement in for-

eign access to the Japanese
semiconductor market.

The report conies as the US
Semiconductor Industry Asso-

THE Japanese electronics

company Toshiba is licensing

liquid crystal display technol-

ogy to Orion Electric, the
South Korean company in
which it has a stake of jnst

under I per cent, writes Mich-
iyo Nakarnoto in Tokyo.
Toshiba will license Orion

with super-twisted pneumatic
(STN) LCD technology used

elation (SLA) has become
increasingly insistent that
Japan meet the 20 per cent
target.

Last week, the SIA said that,

if Japan failed to comply with
the agreement, it would “work
closely with the Clinton admin-
istration to seek redress and
pursue appropriate measures
to ensure compliance”.
The E1AJ has responded

with a clear protest against the

SfA's stance. The 20 per cent
figure, as it appears in the
agreement, “represents the US
industry expectation, not a

guarantee", it says.

mainly for screens on note-

book PCs.
SNT LCDs are cheaper to

mannfactnre than thin film
transistor (TFT) LCDs, which
Toshiba is developing In a

joint venture with IBM. The
quality of SNT LCDs, however,
is Inferior to that of TFT LCDs,
in which many Japanese com-
panies are investing heavily.

Furthermore, the 20 per cent
figure should not be taken as

the only measure of whether
access to the Japanese semi-
conductor market has
improved, it says.

Since the original US-Japan
Semiconductor Arrangement
was signed in 1986, foreign
market share has more than
doubled from 8 to about 16 per
cent; sales of foreign 'semicon-
ductors have more than tripled

from 81bn to $&2bn.
Nor is overall market share a

completely reliable measure of

progress in foreign access to

the Japanese market, says the

E1AJ. Foreign semiconductor
manufacturers are not compet-
itive in semiconductors for
consumer electronics, which
comprise about 42 per cent of
the Japanese semiconductor
market against only 5.3 per
cent in the US. Also, in certain

other product categories, US
companies do not have a suffi-

cient supply to service Japa-
nese demand.
Rather than focus on the fail-

ures, it says, the US should
look at how much the agree-

ment has achieved. The 1991

agreement has resulted in
increased foreign sales in

Japan, greater foreign market
share, design-ins and joint rela-

tionships. As such, it is having
its intended efFect. the ELAJ
report concludes.
With a bilateral meeting to

determine last year's the for-

eign market share, due next
week, the report's unwritten
plea seems to be that the US
should refrain from taking any
rash decision that could under-
mine progress made so far.

UK supercomputer sale raises hackles
By Louise Kehoe In San Francisco

THINKING Machines, a US supercomputer
manufacturer, is expected to lodge an offi-

cial protest against the decision by the
Department of Energy's Lawrence Liver-

more Laboratory in California to buy a

supercomputer from Meiko Scientific, a
British-owned company. The 315m sale, if

completed, would be tbe first of its kind to

a US government laboratory from a

non-US company.
The deal has already been clouded by

controversy surrounding Meiko's sale of

high-performance computers to Israel in

1991, after Washington refused export

Licences to US manufacturers.

Mr Danny Hiilis, president and co-

founder of Thinking Machines, a (JS leader

in tbe Geld of "massively parallel super-

computers", which combine the power of

hundreds of microprocessor chips to

achieve record processing speeds, said he
did not believe Meiko had met all the
speciGcations. “Our issue is: has there

teen a fair bidding process?" It appeared
that the Meiko supercomputer might be a

prototype, whereas the laboratory had
specified that it would buy only a proven
product. He also believed that Meiko
might be infringing some of his company's
patents.

Thinking Machines must wait until Law-
rence Livermore finalises a contract before
it can obtain full details of the Meiko com-
puter. It will then have 10 days to file a

formal protest, forcing the government
laboratory to prove that it has conducted
the procurement competition fairly.

Mr David Alden, president of Meiko,
maintains that Meiko non the contract in

an open competition with US manufactur-
ers. He also rejects charges that it made
“ill advised” exports to Israel. Meiko
obtained export licences from the British

Department of Trade, he said, and the
computers sold to Technion University
were not true supercomputers.

Travel. Discover how different we are. And how very much alike.

The magic of flight makes the worldseem smaller, the possibilities larger. There are endlessly

fascinating places to explore, ideas to examine, people to meet, opportunities to pursue. Go.

Clinton National Power
to study £260m
Indian venture

under car

company
pressure
By Nancy Dunne
in Washington

THE “Big Three" US motor
companies - Ford. GM and
Chrysler - yesterday urged
the Clinton administration to

negotiate a “resuits-oriented"

pact with Japan which would
achieve a bilateral trade bal-

ance on a specific schedule.

Mr Peter PestiUo, an execu-

tive vice-president of Ford
Motor Company, told the Sen-

ate commerce committee they

were recommending a five-year

schedule with regular monitor-

ing.

“Japan emn make its own
decisions as to how to achieve

this goal - by importing more,

or exporting less, or both," be
said. “What we need is resuits-

oriented policy, not ‘regrets'

about not meeting targets, as

in the recent semiconductor
case.”

On Tuesday, Mr Mickey Kan-
tor, US trade representative,

told the Senate finance com-
mittee the administration was
seriously studying a similar
plan to negotiate goals for Jap-

anese imports called “tempo-
rary quantitative indicators".

The Big Three laid out a case

for government assistance
based on their massive rein-

vestment in recent years
- S61.3bn (£43.1bn) from 1989

to 1992 - and the importance
of the domestic industry to the
US economy. The US trade def-

icit with Japan has remained
at $32bn a year since 1986.

Mr Pestillo said the main
Japanese producers were
“dumping" cars in tbe US at
prices 14 per cent below those

charged in Japan.
“In 1991 the top seven Japa-

nese automakers earned $&5bn
in Japan, while losing 31.4bn

and S3.6bn in North America,"

he said. “In the past four years

they earned an average of
more than S9bn in Japan, while
losing an average of more than
S3bn in North America and
almost S1.4bn in Europe."

The US industry decided not

to bring a dumping case
against Japanese producers in

order to give the new adminis-

tration time to find “a private

remedy", Mr Pestillo said. <

By Michael Smith

NATIONAL POWER, the UK’s

largest electricity generator,

and Jaiprakesh Industries, an

Indian engineering and manu-

facturing company, yesterday

signed an agreement which

could lead to the building of a

£260m coal-fired power station

in Karnataka, India.

The agreement to conduct a

feasibility study for a 300MW
power station in Mangalore is

seen as the first step in

setting up a joint venture to

build, own and operate the

plant.

The move is the latest in a

diversification programme by

the UK company through
which it aims to invest £lbn

overseas by the end of the cen-

By David Dodwoll,

World Trade Editor

A MULTI-MILLION dollar

facility to stimulate tourism in

central and eastern Europe is

being launched this week by

tbe European Bank for Recon-
struction and Development, in

collaboration with the World
Travel and Tourism Connell.

The facility win be made np
of three parts: a fund for infra-

structure projects linked with
stimulating travel and tour-

ism; a fund for private sector

tourism projects such as hotels

and holiday resorts; a third,

THE BRITISH companies
Coppee (UK) and Westinghouse
Brakes, both in Surrey, have
won a turnkey contract from
the Ankara Metro Consortium
to design and supply track-

work. power supplies, braking,

air-conditioning equipment
and ticket machines for the
first metro line in the Turkish

tury. Jaiprakesh is planning a
steel plant in Karnataka,
which the power plant would
supply-
National Power and Jaiprak-

esh are seeking a third partner

for the project and aim later to

allow other Indian investors to

acquire shares.

Mr Graham Hadley, a
National Power executive
director, said his company was
looking at several opportuni-
ties in India but the Karnataka
scheme was its lead project Mr
SK Dixit Jaiprakesh manag-
ing director, raid tbe promot-

ers would be putting up Rs3bn
(£65-9m) equity for the Rsl2bn
venture.

Government clearance would
be sought after preliminary
studies were completed.

smaller, tranche for consul-

tants commissioned to make
feasibility studies.

EBRD funds will be

by private sector investment

“in the form of know-how and
expertise," said Mr James D.

Robinson, WTTC chairman.
Travel and tourism in the

region have been badly hit

lately. Earnings fell more Hum
8 per cent between 1989 and
1990, the last year for which
the WTTC has data. Capital

investment in the region’s

travel and tourism is projected

to foil from $76bn in 1990 to

$65bn (£45.7bn) this year.

capital, writes David DodwelL
The consortium’s long-term

plan is for a five-line system,

which will augment a light rail

network in the city centre.

The UK’s Export Credits

Guarantee Department has

agreed to provide credit cover

for a £38m loan for the first

line in tbe new metro.

Facility to boost

E Europe travel

Turkish metro contract

EC probes camera imports
By Andrew Hill In Brussels

JAPANESE electronics
manufacturers are undercut-
ting prices of EC-made televi-

sion camera systems by up to

65 per cent, according to Euro-
pean producers.

The European Commission
yesterday opened a formal
anti-dumping inquiry into Jap-

anese television camera
imports after complaints from
Philips of tbe Netherlands and

Thomson of France that
systems were being sold in tbe
EC at well below the price in

Japan.
According to the Commis-

sion, Japanese exports of the
studio cameras to the EC are
worth Ecu30m (£24.78m) a
year.

The Commission has also

begun investigating alleged
dumping of electrical compo-
nents by South Korean and
Taiwanese producers, follow-

ing a similar probe into Japa-

nese manufacturers' exports
last year.

Philips, BH Components of

the UK. and Roederstein of

Germany complain that large

aluminium electrolytic capaci-

tors from Korea and Taiwan
have been sold at prices
between 9 and Z7 per cent
lower than competing EC-made
components. The capacitors
are used in a wide variety of

consumer electronics products.

IF YOU THINK BUSINESS

IN CUMBRIA LACKS DRIVE,

THIS WILL STOP YOU

IN YOUR TRACKS.

| f you've ah«iys imagined that Cumbrians indusrry revolves around tourism and sheep farming,

you're in for something of a shock. For there is another, more dynamic side to Cumbria, where interna

rional blue-chip companies like Pirelli have found that low operating costs, a superb workforce and an
ideal geographical location make this one of the most cost com-
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on 0900 872000. Like Pirelli, you’ll find Cumbria has a much
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crackdown leaves 14 militants
By Mark Nicholson in Cairo

EGYPTIAN security forces
have shot and killed 14 alleged
militants in a bloody two-day
crackdown on Islamic groups
behind recent attacks on tour-
ists. At least four policemen, a
woman and a child also died in
the raids - among the bloodi-

est clashes in Egypt in a
decade.

Thirteen people died in

shootouts in and around Cairo
yesterday as police and special
operations officers launched
nine dawn raids on alleged
Islamic militant hideouts. A
further seven alleged militants
died in a clash on Tuesday
night after police surrounded a
mosque in Aswan, the popular
tourist resort in Upper Egypt.
The incident is only the sec-

ond in Aswan since the recent
spate of violence in Egypt. Two

police officers guarding a
church were shot dead by mili-

tants on March 6 and Tues-
day's raid appears to have fol-

lowed a tough police response

to the attacks.

The police crackdown is the
harshest and most violent yet

in the government's continu-
ing fight against the Gama’a
al-Islamiyya, the shadowy
Islamic militant group which
claims to be behind recent

attacks on tourists. There have
been few more violent dashes
between police and alleged

extremists since the aftermath

of President Sadat’s assassina-

tion in 1981.

Police have rounded up hun-
dreds. and possibly thousands
of alleged Gama’a al-Islamiyya

activists since attacks on tour-

ists began last summer and
clashes between militants amt

police have been sustained at a

low level over the past several

months leaving, by some esti-

mates, is dead and 33 wounded
before the last two days’ vio-

lence.

But yesterday's raids appear
to signal a new resolve within
the government to bear down
even more heavily on the mili-

tant groups, whose attacks on
foreign visitors have devas-
tated the country’s tourism
Industry. Cancellations are

estimated by the government
to be costing $7Qm (£49m) a
month.
President Hosni Mubarak

said in a recent US newspaper

interview that be was prepared

to use a “very heavy hand"
against the Islamic militants.

Saying that he believed their

attacks had peaked, he never-

theless told the Washington
Post; Til be very strict with

them. I’m very strict with

dead
these people for the sake of the
country and the people.”

An Interior Ministry state-

ment yesterday said that the
series of raids, which took
place in central, northern and
western Cairo, led to several
arrests, including that of two
un named men claimed to be
among the “top leadership” of
the Gama'a al-Islamiyya. The
ministry said several guns and
explosives were also seized.

Nigeria

to step

up oil

sell-off
NIGERIA'S petroleum and
mineral resources secretary,
Mr Philip Asiodu. said yester-
day the government wants to
open up the country’s oil sec-

Asia-Pacific consumers help
Singapore turn up volume
Kieran Cooke on insatiable demand for electronics goods

QynOMo
No more a matter of cheap labour: now it is increasingly sophisticated production

M RMmvoj von Somogy, head of

Asia-Pacific operations for
European electronics giant

SGS-Thomson, has a problem. He cannot
produce enough goods to satisfy
demand.
SGS-Thomson produces about 100m

pieces of various computer chips each
month at its plants in Singapore. Mr Som-
ogy says the company’s semiconductor
sales in the Asia-Pacific region grew by 33
per cent last year.

“In the Singapore/Malaysia area our
sales now exceed those of either France or
Britain and are. the same as those of Ger-
many. . . it’s no longer a question of
orders. Instead ifs a question of whether
we can supply Cast enough.”
The SGS-Thomson experience is shared

by several other companies based in Singa-

pore and elsewhere in the region.

Regional demand for a whole range of

goods is soaring while in much of the rest

of the world it is stagnating or dinning.

More and more nmitinaHnna are realis-

ing that it is vital tohave a manufacturing
base in • the world’s fastest growing
region.

At first foreign electronics companies
invested in Singapore because of cheap
labour. Times have changed. Companies
that in the 1960s were assembling black
and white television sets have evolved to

design and manufacture a comprehensive
range of final products, sub-assemblies,

components and parts Cor both industrial

and consumer electronics industries.

More than 250 electronics companies in
Singapore produced an estimated S$3lbn
(£L3bn) worth of goods last year, 6 per cent

up on 1991. Products cover almost the
entire electronics sector Singapore now
accounts for about 50 per cent of total

world output of computer disk drives.

At a time of serious investment short-

foils elsewhere, InimitBMmt-mwniftinmbi -

in Singapore's manufacturing sector
reached a record high of S$35bn in 1992
- 21 per cent up on 1991. Of that, S$1.4bn,

more than 40 per cent of the total, Is being
invested in the electronics sector.

Electronics companies invest hi Singa-

pore because of its industrial Infrastruc-

ture and its well established expertise in

the industry. The cfiy state is also at the

centre of an increasingly regionalised

industry. .

SGS-Thomson has 1,500 people there
producing increasingly sophisticated

“front end” products. Another 3,300 are
employed in “back end” operations in Mal-
aysia. The island of Penang in Malaysia is

becoming an important electronics manu-
facturing centre. Parts made there or to

Thailand are shipped to Singapore for fin-

ishing.

Nike, the US running shoes manufac-
turer, tied up its laces and moved Its man-
ufacturing operations across the Pacific

same time ago. Of the 90m pairs of shoes

Nike produces each year, less than 2 per
cent are made outside Asia.

ence here makes sense both from a pro-

duction and sales point of view. Over the

next few years we see our market to the

derived from the petrochemicals industry.

Singapore’s planners expect that the
country's - and the region’s - depen-
dence on traditional export markets in the

US and Europe will diminish, as demand
rises closer to home Hie newly opened
economies of India and China are being
targeted as the main new growth
areas.

Companies such as SGS-Thomson see

the changes reflected in sales figures, “to
terms of sales, our semiconductor market
m the Asia-Pacific has caught up with
Europe,” says Mr Somogy. "China is open-

ing up and presents a tremendous market
1 don’t see much change in the growth
trend in fiiis region for the next 10 to 15

years."

Asia Pacific growing at twice the rate of

Du Pant is one of several chemical com- ' anywhere else.”

pantea.'making multi-million dollar invest- Eastman Chemical of the US, which has
merits to new plant to Singapore. One of recently opened a regional headquarters in

the. Du Pont plants will produce key fogre- Singapore and Is looking at investments in

rtfanta for polyurethane used, among other the area, says Asia wffi. remain the world’s

things, for liners to the running shoes fastest growing consumer market for some
industry. In future, Du Pont will able to years.

toed Nike plants to Indonesia and else-. “It's here, to the Asia Pacific, that we
where to the region from its Singapore can see our future,” says Mr Earnest Deav-
piwnt

,
rather than from the US. enport, Eastman’s president.

“We’ve beat selling our products to this An increasingly affluent middle class Is

region for many years,” says kb Thomas fuelling consumer spending to the region.

Springer, managing director of Du Fonts greatly increasing demand for everything

Singapore operations. “Now having a pres- from electronic equipment to goods

China has more than a million ‘millionaires’

NKK’s workforce to

be reduced by

COMMUNIST China has more
than a million renminbi mil-

lionaires “according to the

most conservative estimates”,

an official mainland survey
said yesterday, Reuter reports

from Hong Kong.
Some In the booming

southern city of Shenzhen
were in the 10m renminbi
(£1.2m) bracket, the China
News Service quoted a main-
land magazine as saying.

Average per capita income
for Chinese rose above 2,000

renminbi for the first time last

year, driven by UL8 per cent

economic growth. A million
renminbi is worth £120.000 at

the official rate.

“The slogan of a few years
ago - that some people must
get rich before others - has
become a reality but the level

of wealth has far exceeded
expectations.” the report
added.

It said many mainland Chi-
nese were on waiting lists for
China's new golf courses, with
membership foes of £21,000 to
£28,000

By Emiko Terazono In Tokyo

NKK, the Japanese steel

company, is to reduce its work-
force by 15 per cent over the
next three years and slash cap-

ital spending by 40 per cent by
1995

NEE is the country’s first

steel company to announce a
major restructuring pro-
gramme. Other groups to the
industry, which face rising

costs due to heavy capital

investments to the late 19803,

are expected to follow suit

The company plans to cut
staff by transferring workers to

affiliates. While most Japanese
companies are reducing staff

by targeting older workers,
NKK said its plan included
younger staff members. It also

said It would cut divisions in

new businesses other than
steel which were unprofitable.

Japanese steel makers

By Charles Leadbeater
In Tokyo

JAPAN'S powerful Ministry of

International Trade and Indus-

try (Miti) believes important
parts of Japanese industry
have lost their international
competitiveness.

The ministry, widely
regarded in the west as the
architect of the country’s
industrial success, believes

significant parts of Japanese
industry will need far-reach-

ing restructuring to respond to
the protracted slump in the
economy.
Senior Miti officials axe

drawing up plans for a wide-
ranging information technol-
ogy investment programme to

help revive the economy by
upgrading its telecommunica-
tions infrastructure.

They believe the govern-
ment's plan to stimulate the
economy with another emer-
gency spending package being
drawn up now should not be
confined to traditional public
works programmes, which
mainly benefit the construc-

By Julian Ozaime, Africa

Correspondent

THE Kenya government
intensified its economic reform
drive yesterday devaluing its

official exchange rate to a bid

to win back foreign aid from
donors who meet in London
next week.
The central bank announced

a 20 per cent devaluation of the
official rate - used solely for

government imports and servi-

cing public and publicly guar-

anteed debt - from 36.4 to 45.6

shmmgs to the US dollar.

The commercial rate of
exchange, set by the banking
sector for all other trade, is

hovering around Sh60 to the
dollar.
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drafted restructurings to the
mid-1980s, when demand for

steel plunged. They abandoned
them later to the decade to

response to the rapid growth to

the economy. The low cost of
capital further contributed to

heavy capital investments.

tion industry and heavy iitous-

tries such as steel and chemi-
cals.

Miti wants to develop
so-called telecommunications
data highways (sophisticated

high-speed communications
links) which should stimulate

demand for the hard-pressed
electronics sector.

A linked Miti plan for
schools and universities to use
government funds to buy com-
puters has won the tacit back-

ing of Mr Kiichi MQyazawa, the
prime minister.

The electronics industry and
other sectors with chronic
overcapacity may need further

restructuring even if a pump-
priming programme is intro-

duced, senior officials believe.

Mr Noborn Hatakeyama,
Japan’s vice-minister for inter
national affairs, said: “In
industries such as automobiles
and electronics where satura-

tion has developed, this reces-

sion has exposed real prob-
lems with Japan’s industrial
structure which will need to

be addressed.”

Mr Hatakeyama said he

The move is a farther con-

cession to the International
Monetary Fund and removes
an obstacle to weedy resump-
tion of crucial quick disbursing

aid worth up to $40m (£28m) a
month, suspended in 1991
because of economic misman-
agement
The IMF left Kenya last

weekend without agreeing a
provisional deal which could
lead to the resumption of the
frozen aid. The Fund was
reported to have insisted on a
staggered merging of the offi-

cial and commercial exchange
rates before giving its stamp of
approval to the government's
reform programme.
Blooey supply grew last year

35 per cent and inflation is

15%
Despite the recent spate of

shakeouts announced by large
Japanese companies, leading
think tanks predict corporate
Japan will face the first fourth
consecutive decline to pre-tax
earnings in postwar history.

Nomura Research Institute,

the research arm of Nomura
Securities, said yesterday cor-
porate profits, excluding the
financial sector, for the busi-
ness year ending March 1994
would foil 4A per cent.

Nomura said manufacturing
industry will post a 5.6 per cent
pre-tax profit fall, but non-
manufacturers will see a 2.6

per cent profit rise. Profits for
all industries for the first half
to September are projected to
fall 10.4 per cent, while effects

of the government’s increased
public works spending parkapp
are expected to start emerging
during the second half, lifting

pre-tax profits by 9.2 per cent

would not be surprised if more
companies followed the recent
lead of Nissan, which shocked
the antomobile industry by
announcing plans to close its

Zama production plant
He said too many Japanese

companies had been lax dur-
ing the high growth to the late

1980s and had let their costs

grow ont of controL
There were particular con-

cerns about Japan's position

to some key areas of electron-

ics, such as microprocessors
and computer work stations,

where Japanese industry was
lasing its competitiveness, Mr
Hatakeyama mW.
In the past few months Japa-

nese personal computer manu-
facturers faced a mounting
challenge in their domestic
market from US producers
such as Compaq, while many
Japanese semiconductor mak-
ers acknowledge US competi-

tion has become tougher.

Mr Hatakeyama said
research and development to

the electronics industry was a
candidate for special attention

from Miti programmes.

between 40 and 60 per cent
After months of delay the

government embarked on a
serious programme of reforms
to mid-February. It floated the

currency for commercial trans-

actions, announced tighter

expenditure controls and took

steps to restart the liberal-

isation of the agricultural

sector.

Next Monday the World
Bank will chair an informal
donors’ meeting to London to

review the recent measures
and discuss the possibility of

resuming the suspended aid.

Among proposals to be dis-

cussed is the rapid unblocking

of a World Bank export promo-
tion loan worth $15Qm to World
Bank and bilateral fluids.

tor to further private participa-
tion, Reuter reports from
Lagos.
“The government is going to

open up many sectors of down-
stream activities to if neces-
sary 100 per cent private own-
ership,” Mr Asiodu said in
radio broadcast
"We are going to allow peo-

ple to export and use the pro-
ceeds to pay for the equipment
they must import," he told
senior staff of the state-owned
Nigerian National Petroleum
Carp (NNPQ in Lagos.
Mr Asiodu said the govern-

ment plans to make it easier
for private investors to partici-

pate in the oil industry.

“We are going to look at any
other administrative proce-
dures which impede decisions
of well meaning investors.” he
said.

Nigeria’s downstream oil sec-

tor is at present dominated by
major western oil companies
operating as minority joint

venture partners of the NNPC.

Syria accused
over human rights

Syria may have the world's
worst record of human rights

abuses against scientists over
the last 10 years, with hun-
dreds of political arrests and
widespread torture, the US
National Academy of Sciences
said. Renter reports from
Washington.
Over the last decade, 287 sci-

entists, engineers and health
professionals were imprisoned,

usually without charge or trial,

and 20 are believed to have
died or “disappeared” while in

captivity, the report said.

Many of the scientists were
arrested after protesting at

Syria’s prolonged state of

emergency and calling for

human rights reforms.

Yemen bomb hits

UK embassy
A bomb exploded outside the

British embassy in the Yemeni
capital Sanaa yesterday, dam-
aging the compound's perime-
ter wall but causing no inju-

ries, a British official said,

Renter reports.

He said the “small explosive

device” went off in the early

hours of the morning.
The US and German mis-

sions have been bombed
recently.

Trial of French

mercenary starts

Veteran French mercenary
leader Bob Denard went on
trial in Paris yesterday for

leading an ill-fated invasion of

the then-Marxist African state

of Benin in 1977, Renter
reports from Paris.

Mr Denard, 63, who returned

from exile in South Africa last

month to give himself up to

French authorities, was sen-

tenced to his absence in 1991 to

five years’ jail for the failed

invasion in which three Benin
soldiers and two mercenaries

were killed.

Iran claims US in

psychological war
Iran vowed yesterday to resist

what it termed the west’s “psy-

chological war” launched
against it through charges of

terrorism and militarism, Reu-

ter reports from Nicosia.

The Majlis (parliament)

speaker Ali Akbar Nateq-Nouri

described a series of recent

accusations and condemna-
tions issued mainly by US offi-

cials as “psychological warfare

with specific political aims,**

Tehran Radio reported.

Falling competitiveness

in Japan worries Miti

Move to win back aid from foreign donors

Kenya devalues official rate

British minister under pressure for inquiry into Crescent Petroleum Company International

Probe urged into
MR MICHAEL HBSELTINE, the - ——
British Trade Soft Industry Secre-

tary was asked yesterday to set up Richard PonldU Oil
an investigation Into-links between , . . .

a Gulf-based <ffl ctiripany and the IlOW SUSPICIOUS

were ar6use(J
The request was tabled toparlia-* :

mentaiy questions by by Mr BoWn
Cook,' opposition Labour; party’s and chief executive, says is a “mali-

trade and. industry spokesman. He- dons campaign” against his Shar-

asked Mr Heseltme whether he had jah-based company which is one of

held^jUscustrions with a number, of the largest private petroleum com-

US Home ' of Representatives com- panics to the Middle East
mittees and the US Treasury’s. Crescent Petroleum is one of the

Office of Foreign Asset Control companies to have come under
(Ofoc) about* their investigations scrutiny in investigations carried

into Crescent Petroleum Company out by Ofoc which has been looking

International at companies with links to Iraq.

The parliamentary questions are Mr Jafor feels- his company has

the latest development to what Mr been targetedunfoiriy because of its

Hamid Jafor, Crescent's chairman Iraqi connections. Mr Cook is ask-

Iraqi links of Gulf-based oil group
ing if Mr Heseltme will investigate

links between Crescent, Mr Hamid
Jafor, Mr Jafor Jafor, and the Iraqi

ministry of industry and military

Industrialisation.

Crescent is registered to Bermuda
and ultimately owned by two Pana-

manian registered corporations -

Fusion Holdings and Suham Invest-

ments. Both are bearer share com-

panies and Mr Hamid Jafor insists

he is the owner.

One of his problems has been a

series of what he says are coinci-

dental or irrelevant connections
which he is afraid might lead

observers to believe his links to Iraq

are closer than they appear. He
himself was bom in Iraq. His

brother. Jafor Jafor, heads the Iraqi

nuclear programme but, says
Hamid, has nothing to do with Cres-

cent The Fusion name, he says was
purely coincidental, the name it

had when it was bought off the
shelf.

What he does not dispute is that

his company entered into a joint

venture with Iraq to 1989 to find

downstream petroleum outlets, to

the summer of 1990 Crescent was
well advanced with negotiations to

buy Petrofina’s refineries and sales

network, including 3,100 fining sta-

tions. mainly to the US. At the
same time Crescent had also agreed
to build an aluminium smelting
plant for Iraq in Nassariya but the
Gulf War intervened.

The petroleum joint venture had
been agreed between Crescent and
Iraq’s ministry of industry and mili-

tary manufacture.

The letter conferring Iraqi author-

isation of Crescent to act on its

hrimlf in the venture was .<rign«i by
Lt Gen Amir al-Saadi, the deputy
minister.

As token of his gratitude Mr Jafor

bought a gulden pistol for Mr Hus-
sein Fampl minister for industry

and military manufacture, from
Aspreys, the London jewellers, and
exported it first to Sharjah and then
to Baghdad. He said, however that
“due to a cock up” it had never left

Baghdad airport.

Mr Jafar has consistently main-
tained that his company no longer
has connections with Iraq, has not
been involved to sanctions busting
and is solely owned by himself!

His company documents show
that he was given power of attorney
over Fusion holdings In January
1991, a week after the start of opera-

tion Desert Storm. He said this was
a requirement of one of his banks.

In an interview with the Finan-

cial Times two weeks ago Mr Jafor

said he had given every assistance

to Ofoc but said that it had not

followed up material that had been

passed on by Crescent

He said of the Iraqi joint venture:

“To us it was a tremendous oppor-

tunity to have a deal like that with

a producer. It would have propelled

us into the downstream business

overnight”

• Monday’s Financial Times report

of questions to be raised to Parlia-

ment concerning the Crescent oil

group Incorrectly gave the date of

the outbreak of the Gulf War as

1991. It did of course start with

Iraq’s invasion of Kuwait to August

1990. jafor ‘malicious campaign’

h
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Public hearings

likely soon on
arms for Iraq

The sick parade

Survey locates absentees

Trident sub
lost £250,000
part in trials
By David White,
Defence Correspondent

BRITAIN'S latest £650m
Trident missile submarine lost

a crucial part of its defensive
sonar equipment during sea
trials, a parliamentary com-
mittee was told yesterday.
The all-party defence com-

mittee also beard that delays
in the command system soft-

ware meant the submarine
could not Ore torpedoes. But It

was told the system, designed
by BAe-Sema, a joint venture
between British Aerospace and
the Anglo-French Sema group,
would be ready by tfae time the
vessel was deployed.
HMS Vanguard, the first of

four Trident submarines, is

due to enter service in late

1994 or early 1995.

Rear Admiral Richard Irwin,

chief of the strategic systems
executive, said part of the
sonar “towed array" trailing

from the stern of the subma-
rine broke away in the early
stages of contractor sea trials,

between October and January.
The towed array, costing

about £250,000, is part of the

specially designed Sonar 2054
system provided by GEC-Mar-
coni. “We have not yet come
up with any reason why it was
lost," Admiral Irwin said. But
it appeared there had been an
assembly error by either the
supplier or VSEL, the subma-
rine's builder. He described
the incident as “very unfortu-

nate" and said he was worried
by the number of “little snags”
affecting the sonar system.

By Jimmy Bums
and David Owen

PUBLIC hearings in the
judicial inquiry into the arms-
for-Iraq affair are expected to
be completed before parliament
rises for the summer recess,

sources close to the inquiry
said yesterday.

Lord Justice Scott, who is

leading the inquiry, plans to

set out details of how the hear-
ings will be held before Easter.
He was appointed to lead the

Inquiry in November last year
after documents released dur-

ing the trial of senior manage-
ment of UK machine-tool mak-
ers Matrix Churchill indicated
the possible Involvement of
some government departments
in defence or military-related

trade with Iraq in the five

years leading up the invasion
of Kuwait
The hearings will almost cer-

tainly involve current and for-

mer ministers and Lord Justice

Scott is already drawing up a
list of who will be called. Some
of the inquiry team would like

the hearings to be monitored
on closed-circuit television to

enable as many journalists as
possible to view the proceed-
ings.

The intention to complete
public proceedings while par-

liament is in session is signifi-

cant since it suggests opposi-

tion spokesmen will immedi-
ately be able to press ministers

on their testimony by tabling

written and oral questions

with the protection of parlia-

mentary privilege.

Parliament would normally

rise for the summer recess in

late July. But there are sugges-

tions at Westminster that this

might be delayed by the tortu-

ous progress of the Maastricht

bill. It is understood that Lord

Justice Scott is ensuring that

hearings take place while par-

liament is still sitting as a

political safeguard against any
attempt at prevarication by
officials.

Lawyers advising in recent

cases relating to exports to

Iraq have voiced some concern

about the possibility that Jus-

tice Scott may face obstruction

from officials and ministers

refusing to give evidence.

Yesterday Ms Liz Symons,
general secretary of the First

Division Association, the trade

union representing top govern-

ment employees, said some of

her members were worried
that any evidence they might
give to the Scott inquiry might
involve a breach of the Official

Secrets Act and/or their con-

tracts of employment which
contains confidentiality and
loyalty clauses.

By Diane Summers,
Labour Staff

ABSENTEEISM may have
taken over from strikes as the

British disease, according to

evidence published today that

workers in Japanese-owned
companies in the UK take for

fewer days off sick than those

working for domestic compa-
nies.

Sickness absence is two-
thirds higher for UK organisa-

tions than their Japanese coun-

terparts. The absence rate -

the percentage of working days
lost a year - is 3.9 per cent for

UK companies, and 2.35 per

cent for those that are Japa-

nese-owned.

The findings come from a
survey of 600 organisations by
the Industrial Society following

concern from employers about
levels of absence among work-
ers. Government figures show
more than 200m working days
and over £9bn in production is

lost each year in Britain.

The survey also shows that

the absence rate for UK compa-
nies is down substantially from
5.05 per cent in 1987. One rea-

son could be increasing com-
puterised monitoring of
absence. The recession was
seen by managers to bave had

. Top 8 reasons given by
employees for absence

4k 1. CoWs/influenza

4k 2. Stomach upsets/

food poisoning

0.3. Back problems
9*4. Bnotkmal/personaVstress

9k 5. Non-work-refaled injuries

4k 6. Doctor/denHst appointments

4L7. Pregnancy-related problems
SkS. Earache

What employers think are
the real reasons workers
stay away

1. CoWs/influenza
0*. 2. Emofionai/persortat'stress

9- 3. Stomach upsets/

food poisoning

9*4. Headaches/mlgraJnes
4k 5. Long-term fflness

9*6. Back problems
9*7. Monday morning “blues'/

extending foe weekend
4k B. Low morale in the

organtetatton/boring Job

Source: The Industrial SocMy

a mixed effect - some employ
ees improved their attendance
because they feared for their

jobs, others were subject to

increased stress and took more
time off.

The reasons for Japanese
companies’ greater success in
controlling sick leave may
include better employee com-
munications about absentee-

ism and smaller working
groups, the survey found. Japa-

nese companies were also more
likely to ask candidates about
their attendance record at
interviews and find out why
employees were away after

every absence, however short.

Joint ventures worth flbn put forward UK national lottery may
cost £500m to establish

By Andrew Taylor,

Construction Correspondent

AN airport for Sheffield, a

power station for London dock-

lands and a bridge across the

River Tyne are among 21 devel-

opment projects identified yes-

terday by the government as
candidates for joint ventures
between private investors and
public authorities.

The projects, costing more
than Elbn, were identified by
Mr John Redwood, environ-

ment minister, in a bid to per-

suade construction companies
and banks to take advantage of

changes in Treasury rules

making it easier to raise pri-

vate finance for infrastructure

developments.
The changes mean that pub-

lic subsidies may be used to

supplement private investment
in schemes which otherwise
might not go ahead.

Treasury guidelines, stipula-

ting that private sector
schemes could only proceed if

they were cheaper than public
sector proposals, have also

been relaxed.

Many of the schemes pro-

posed by Mr Redwood would
involve handing over publicly

owned land to private inves-

tors. Companies would be able

to use profits from property
developments to help pay for

infrastructure investments.

In other cases private invest-

ment would be supplemented
by local authority capital
receipts and the existing £600m
a year urban development cor-

poration, urban partnership

and City Challenge budgets,
said Mr Redwood.
The minister said at least

one British financial institu-

tion was considering launching
an "infrastructure investment
fund" to take advantage ofnew

opportunities. He expected the

ratio of private to public
investment to be much greater

than “the normal four-to-one or
five-to-one".

In some cases schemes might
be financed totally by the pri-

vate sector. Mr Redwood will

outline his proposals to senior

executives of construction
companies at a meeting later

this month.
The plans include a £55m

new Sheffield airport. A pri-

vate investor would build and
operate the airport and receive

50 acres of land for a business
park.

By Raymond Snoddy

THE TOTAL cost of setting up
the UK national lottery, likely

to be the biggest in the world,

could be around £500m.
The scale of the project was

set out by Mr Craig Watson, a
vice-president of GTEC, the US
company which claims more
than a 70 per cent share of the
world market for computerised
lottery systems.

The system, which is likely

to have about 20,000 terminals
to sell and check tickets could
cost between £100m and £200m.

GTEC, which either operates

or has supplied equipment to

58 lotteries around the world
intends to bid for the main
licence to operate the UK lot-

tery.

The national lottery bill is

going through parliament and
details are expected in next
week's Budget
Worldwide in 1991 lotteries

generated revenues of S72bn
with typically 50 per cent going

in prizes, 35 per cent to govern-

ment. 5 per cent to retailers

and 10 per cent for running the

system.

Britain in brief

Chieftains

may be sold

to Pakistan
Part of the army’s outdated

fleet of Chieftain tanks could

be refitted for sale to Pakistan,

defence officials said.

According to the magazine

Jane’s Defence Weekly. Pakis-

tan is considering buying up to

300 of the 850 Chieftains pro-

duced for the British army in

the late 1960s and early 1970s.

A consortium headed by GEC-
Marconi is proposing an
upgrade package for the tanks.

Any sale would probably be

handled by industry, which

would buy the second-hand
ftmfcs fom the MoD. They con-

firmed that Pakistan was seen

as a potential outlet

Chieftain tanks, produced by

Royal Ordnance and Vickers,

have been held in low regard

by British soldiers. They were

also sold to Iran, Jordan and

Oman. Some of Iran’s Chief-

tains were captured by Iraq

during the 1980-68 war.

Business urged
to back schools
Mr John Patten, Education

Secretary, has urged business

executives to become more
involved in education to

ensure that young people leav-

ing schools and colleges have

the skills employers need.

Speaking at a CBI conference

in London. Mr Patten said that

business was being given much
more information about
schools' performance, through
league tables on examination
results. Employers who were
unhappy about the standards

of education of school-leavers

should take it up with the
schools concerned.

UK base for

genetics centre
The UK is to be the site for an
international genetics centre.

Mr William Waldegrave,
minister for science, said an

£8ra UK bid - funded jointly

by the government's Medical

Research Council and the Well-

come Trust, the largest medi-

cal charity - had fought off

competition from Germany and

Sweden. The new European
Bioinformatics Institute will

provide information about
human, animal and plant

genes.

LibDems to

fight VAT rise

Liberal Democrats will oppose

any increase or extension of

Value Added Tax (VAT) in

next Tuesday's Budget, Mr
Alan Beith, the party's trea-

sury spokesman, said. He said

an increase would hit fragile

consumer confidence, adding;

"We don’t think there should

be any general tax increase in

this Budget."

He called on the government

to clear up the confusion
caused In the horse bloodstock

industry by different VAT
rates across European Commu-
nity countries.

London buses
About one third of London's

buses stayed in their depots

yesterday as drivers and con-

ductors staged a one-day pro-

test strike over pay and condi-

tions which a majority of them
have already accepted.

Titaghur buys
Scots estate
The 16,500 acre Knoydart
estate, in the west highlands of

Scotland has been bought for

ram by Titaghur, which claims

to be the world’s biggest jute

manufacturer, employing
18.000 people in India.

The estate, includes eight

miles of coastline, a lodge,

salmon and trout fishing,

woodland, and three moun-
tains. Titaghur has also bought
sporting rights to a further

8.000 acres.

Water inquiry
The Monopolies and Mergers
Commission is to investigate

the efficiency of the British

Waterways Board, the body
responsible for Britain’s

canals, as part of its pro-

gramme of examinations of
nationalised industries. Its

report is due by September 7.

SfH558 TNE TRACTOR SlsESHS A HB3N& you take her to Christina's Bar. She’s been serving her

customers inside and out for 60 years, it's a way of life on the West Coast of Ireland; there are towns where

every shop has its own bar, even the shoe shop. After all, you wouldn't be expecting to make a major purchase

without giving it some stout thought, would you? And when you’ve taken your time

making up your mind, you’ll find Visa is accepted as readily as a round of Guinness.

As it is all round the world. After all, VISA MA3CES fflE WORLD 60 ROUND.
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Ford redundancy threat blamed on Japanese plants
By Robert Taylor,

Labour Correspondent

JAPANESE motor companies with
plants in Britain were partially
blamed yesterday by Mr Ian McAllis-
ter, Ford UK’s chairman and manag-
ing director, for his company’s
threat to make compulsory redun-
dancies.

His strong attack, in written evi-
dence to the House of Commons
employment committee, coincided
with a vote yesterday by Ford's

white-collar staff to authorise a
strike if compulsory redundancies go
ahead.

Leaders of manual unions meet
Ford management today to discuss
how redundancies will affect their

members. If Ford refuses to back
. down, the manual unions are also
expected to ballot for strike action.

Mr McAllister told MPs: “With the
growing presence of Japanese trans-

plant assembly facilities in Britain
operating with the advantages of a
greenfield site and extremely low

levels of engineering and manufac-
turing integration, it should not be
surprising that an established com-
pany such as Ford must shed labour

to ensure its future competitiveness

and prosperity.”

He warned of future lob losses in

the UK motor industry because Jap-

anese companies had created excess

capacity in the market
Voicing fears over the local con-

tent of components used by such
companies, he added: “Their prod-

ucts and components are wholly

designed and developed in Japan
and must give rise to real concerns
for the UK's technological base."

Under questioning from MPs he
warned of the danger of a technolog-

ical brain-drain to Japan. “Within a
few years, the technical expertise
which exists today in the UK supply
base may no longer be capable of

supporting the long range research
and development requirements of
the motor industry. The suppliers

will become no more than ‘makers’

of Japanese design parts.”

In evidence to MPs, Ford’s senior

management said only 262 more staff

jobs had to go by April 16, out of the

2,100 called for last December while

only 31B more manual workers were
required to accept voluntary redun-

dancy out of the 1.180 originally

needed.

This suggests Ford might reach its

manpower cut target without the
need for compulsory redundancies.
In the ballot of Ford's 10,000

white-collar staff at its 21 UK plants,

50 per cent of 6,500 members of the

Manufacturing. Scientific and
Finance Union voted - 64 per cent
supporting the strike call with 36 per
cent against. As many as 83 per cent
said they would back action short of
a strike.

The vote among white-collar mem-
bers of the Transport and General
Workers was much narrower - S3
per cent were ready to back a strike
and 47 per cent against, with 82 per
cent backing action short of a strike.

Staff union officials will meet Ford
on March 23 to discuss the Issue.
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Drinkers at the London beer festival yesterday taste some of the products at the centre of a row on excise duties

Cuts urged on alcohol and tobacco duty

Call for new
approach on
Ulster rejected
By Ivor Oman,
Parliamentary Correspondent

THE OPPOSITION Labour
party's call for talks with the
government aimed at reestab-
lishing a bi-partisan approach
to combating terrorism in
Northern Ireland and main-
land Britain was dismissed as
a “smokescreen” by Mr Ken-
neth Clarke, home secretary,

in the Commons last night
Following his lead. Tory

backbenchers repeatedly
attacked Mr Tony Blair,
Labour home affairs spokes-
man, accusing him of giving
encouragement to terrorism
while criticising the govern-
ment for not being tough
enough in dealing with the
general crime wave.
Mr Clarke insisted that

there could be no justification

for Labour MPs voting against

the animal order renewing the

Prevention of Terrorism Act
which, was introduced by the
last Labour government
Hr Blair argued that Inde-

pendent advisers had recog-

nised that there were funda-
mental objections to
continuing the bbme secre-

tary's powers to make orders
excluding terrorist suspects
from mainland Britain.

He also maintained there
j

was widespread support for
;

the view that a judge, and not
the home secretary, should
decide whether terrorist sus-

pects could be detained by the
police without any charge’ for

more than four days.

Mr Clarke said that such
demands gave “great encour-

agement” to the IRA and other
terrorist organisations.

By Philip Stephens,
Political Editor

CONSERVATIVE MPs have
signalled that Mr Norman
Lamont has a free hand to

extend Value Added Tax. cut
mortgage interest relief and
freeze income tax allowances
to narrow the yawning gap in

the government’s finances.

But an FT survey reveals the
chancellor is under strong
pressure from the govern-
ment’s supporters at Westmin-
ster to balance austerity for

consumers in next Tuesday's
budget with measures to boost
industrial confidence and
investment A large majority of
Tory MPs want him to spread

the pain of deficit reduction by
imposing fresh cats in govern-
ment spending plans. Around
half want him to sweeten the

pill with a post-Budget cut in

interest rates.

Overall, the survey suggests

that while any increase in

income tax rates would risk a
backbench revolt, the Tory
party is ready to accept a wide
range of other measures to

boost the Treasury's revenues.

A favourable reception to the

Budget from its own side will

be vital if the government is to

begin to restore its battered
authority after this week’s
defeat over Maastricht. The
row over Europe has left the
government’s control over its

own supporters weaker than
that of any since the 1970s.

The FT survey, based on

written replies from 85 Tory
MPs representing a third of the

government’s backbench
strength, underlines also the
Budget's crucial importance
for Mr Lamont’s own reputa-

tion. Nearly two-thirds judge
his performance as chancellor
as “fair” or “disappointing”

.

Only six per cent say he has
done an “excellent” job.

The survey coinrides with a
hardening of opinion within
the cabinet in favour of imme-
diate action to reduce the defi-

cit Mr Douglas Hurd, Mr Mich-
ael Heseltine. Mr Kenneth
Clarke and Mr John MacGre-
gor are among senior ministers

supporting tax increases.

Among the key results of the

survey are:

• Mortgage interest relief,

once sacrosanct, is now
regarded as a target for

savings by 53 per cent of the
government’s supporters.

• Nearly two-thirds of Tory
MPs want a fresh round of pub-

lic spending cuts-

• Nine-tenths want special

measures to help industry and
promote investment with the
emphasis on capital allowances

and help for small businesses.

• Around half see the exten-

sion of VAT to domestic fuel

and newspapers and non-
indexation of personal income
tax allowances as preferred

ways to raise revenue.

• Most Tory MPs are braced

for sharp increases in the
excise duties on petrol,

vehicles tobacco and alcohoL

MR NORMAN Lamont, the
chancellor, yesterday faced

growing demands for a reduc-

tion in excise duties on alcohol

and tobacco in next week’s
Budget, Philip Rawstorne
writes.

A report from the free-

market Adam Smith Institute

said present “excessive” rates

of taxation were costing the

economy £20bn a year. “If the

chancellor wants to close his

budget deficit, he should be
reducing taxes on alcohol and
tobacco,” it argued.

The Brewers Society, mean-

while. said beer sales fell last

year to their lowest level since

1970, and called for a staged

reduction in “the unacceptable

tax burden”.
High taxes combined with

the recession depressed beer
production to 32JSm barrels, a
decline of 3 per cent, the soci-

ety said.

“The prospects for 1993 are

far from good as the flood of

duty-paid imports from France
continues to undermine British

pubs, off-licences and jobs,” the

society added.

“Within one month of the

single market, duty-paid
imports are already equivalent

to almost 10 per cent of beer

drunk at home*
The report, by Mr Barry Bra-

ceweIl-MiLnes, a tax economist,

suggested that the economic
loss from alcohol taxation -

due to the distortion of compe-
tition - amounted to £7.57bn a
year, a quarter of the gains

expected from membership of

the European single market
Because UK duties were so

high consumers sought to
avoid them by shopping over-

seas. Retailers in south-east

England were facing ruin and
the chancellor's tax-base was
shrinking as a result, he said.

The institute said that, while
the chancellor might be better

off by putting a penny on a
pint of beer, be could raise an
extra £i.22bn by slashing the

tax on spirits by 60 per cent
and could gain a little extra by
reducing tax on wine.

Policy towards excise duties

on alcohol had been “a bundle
of inconsistencies” and could

be expected to collapse, the

report added.

NatWest
admits to

delay over

card action
By Andrew Jack

NATIONAL Westminster Bank
admitted yesterday it had
waited five weeks after learn-
ing that it had overcharged
several thousand credit card
customers before taking any
action.

The error, which resulted in
payments being credited to the
wrong accounts among 15,000
World Wildlife Fund Visa card
customers, was discovered . in
January. But NatWest said yes-
terday an official in its card
services unit had decided only
to adjust the accounts of cus-
tomers who complained.
Only after one customer con-

tacted a more senior manager
did the bank decide to contact
and compensate the remaining
card holders who were
affected. NatWest Is under-
stood to have launched an
internal investigation and is

expected to determine in a few
days whether there will be any
disciplinary action

Mr Trevor Bladder, general
manager of UK branch busi-

ness, said: “We made a mistake
in how we handled the prob-
lem. We are very concerned
about giving good service to

our customers and we will be

contacting all who are affected

to apologise and put things
right.”

The problem occurred after

NatWest withdrew its WWF
affinity card in December and
convert the accounts into ordi-

nary Visa cards.

A human error in merging
the accounts meant that pay-
ments from some WWF card

holders in January were cred-

ited to the accounts of other
Visa card customers by mis-

take. The procedure which led

to the error was changed
before February bills were sent

out. although the bills them-
selves were not corrected.

The bank was able to iden-

tify the problem because some
of the account numbers to

which funds were channelled
did not exist and were rejected

by their computer.
Last year, NatWest was

forced to alert thousands of

cardholders to errors on their

statements after computer soft-

ware was changed.
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But Bank Julius Baer offers more - especially in these limes of uncer-

tainty. Our risk-adjusted approach to investing calls for examining every

conceivable scenario and taking the appropriate steps to shield our

clients’ portfolios from the vagaries of turbulent markets. When you

work with Bank Julius Baer,you getmuch more than lip service to client

safety. You can rely on our people and our service capacity built up
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‘I THTNK FOSTER from FINANCE IS TRYING TO tell US SOMETHING.”

Perhaps he’s read the Fortune 500 article,

which states that “Top US companies operating

their own aircraft consistently outperform chose

who don't."

It buys security, privacy, confidentiality and saves

that most valuable of commodities - rime.

An argument which may convince the financial

fraternity. Bnt will The Board buy it?

Or perhaps he’s calculated that increasingly In order to evaluate the business advantages of

operating a corporate jet. weVe compiled Theovercrowded airports equals delays, equals
ft

valuable time lost, equals postponed meetings,

equals inefficiency, and lost profits.

Web a corporate jet you decide your business

schedule, and the airports you take off and land at

BAe Guide to Corporate Travel.

For your copy, fax or send us your business card,

it could be just the CORPORATE JETS J. \
sort of air mail you've been waiting for. — -

Corporate Je» Limited (HTF2). 5 Bishop Squire, St Albans Road Wear. Hatfield ALIO »NB. England. UK fa*: (0707) 253807. USA fax: (703) 4061128.
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MANAGEMENT: MARKETING AND ADVERTISING

G iorgio Armani threw a
party in Manhattan last

month. His party plan-
ners transformed a West

57th street basement into a replica
of the theatre in his Milan palazzo,
complete with a grove or citrus
trees.

The party was the climax of the
S50ra (£34.4m> launch of Gio, the
women's perfume developed for
Armani, the Italian fashion
designer, by L'Oreal. the French
cosmetics group. Gio has been on
sale in Europe since the autumn
and was introduced to the US last

month. So far it is ahead of its Euro-
pean targets and has set records in

the US. Saks Fifth Avenue, the New
York store, sold S25Q,000-worth of
Gio in its Grst three days.

If Gio's success continues. L'Oreal
should achieve its aim of creating a
classic perfume and a brand name
from which to launch other fra-

grances and cosmetics. But if its

strategy falters and Gio loses

momentum. L'O real's 850m gamble
will have failed.

Gib's progress is important not
only to L'Oreal, but to the rest of

the S13.1bn perfume industry which
desperately needs a fillip after three

grim years. The fragrance market
has been destabilised not only by
recession but by the recent expan-

sion of the leading players: LVMH,
the French luxury goods group,
which launched Christian Lacroix

perfume; Unilever, the Anglo-Dutch
consumer products company, which
bought Calvin Klein fragrances: and
Elf-Sanofi, the French pharmaceuti-

cals firm, which took over Yves
Saint-Laurent in January.
The development of Gib started

two years ago when L'Oreal mapped
out a new strategy for Giorgio
Armani fragrances, which it

acquired in 1989 as part of the take-

over of Helena Rubinstein cosmet-

Alice Rawsthom asks whether Giorgio Armani’s new
fragrance can revive sluggish perfume sales

Worldwide beauty
.
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Poland
opts for

TV ads

ics. There were then two Armani
perfumes - a men’s scent with
respectable, if unspectacular,
annual sales of $50m and a women's
fragrance with turnover of $10m.

“Giorgio Armani was an under-ex-

ploited asset," said Georges Klars-

feld. head of L'Ordal’s fine fra-

grance division. “He is one of the
world’s most famous fashion design-

ers with a classic, understated style

that is just right for the 1990s. We
weren't making the most of the
Armani name."

L
'Oreal began by finding a new
product. It conducted 1,100

tests over 15 months to choose

a scent which would appeal both in

Europe and the US, where consum-
ers tend to prefer stronger, less sub-

tle smells. It eventually chose a
blend of orange blossom and tube-

rose reflecting the current trend for

natural, floral fragrances.

“Choosing the product is only

part of the story." said Klarsfeld.

“There are Four components to a
successful perfume - product, pric-

ing, merchandising and advertising.

It's a bit like playing the slot

machines at Las Vegas. If you get

four cherries you win the jackpot If

you get two or three you lose every-

thing."

The “jackpot" Is to own one of the

handful of classic perfumes, such as

Chanel No5 or Tresor (launched
three years ago by L'Oreal), which
make annual sales of more than
S120m. The profits are negligible ini-

tially because advertising typically

absorbs 75 per cent of sales in the

first year and 50 per cent in the

second. But from the third year the

advertising budget falls to 30 per

cent of sales. Given that production

costs are so small (less than 5 per
cent) a classic then produces annual
profits of around $80m.
But the risk of failure is frighten-

ingly high. The fragrance market Is

intensely competitive thanks to the

combination of recession and the

expansion of the large groups. Paine
Webber in New York estimates that

only a fifth of the fragrances
launched today will recoup their

launch costs within three years,

compared with half six years ago.

The industry is littered with
corpses- LVMH is said to have lost

$40m on Cest la Vie!, launched four

years ago for Christian Lacroix, the

French designer. L'Oreal's last big

flop. Clandestine by Guy Laroche.

was withdrawn after only six
months on the market. There is so
much competition for distribution

that L'Oreal could not risk jeopar-

dising its relations with retailers.

in theory Gib, which is pitched in
the middle of the fine fragrance
market with prices starting at $40,

has the necessary ingredients for

success. L’Oreal has the financial
clout to support the launch; it Is

spending $50m on promotion for the
first two years. The television com-
mercials are made by director David
Lynch and the press advertisements
by Peter Lindbergh, fashion photog-
rapher.

In Japan, where the scent market
is still small, L'Oreal Is in the stir-

real situation of planning to spend
more on advertising in the first two
years than it expects to make in
sales. “It sounds crazy," said Klars-

feld. “But we’ll get our money back
from duty-free sales to Japanese
tourists."

L’Oreal is also Investing heavily
in merchandising. Armani, who
receives a royalty on sales, has
designed everything from the pack-
aging to the display counters and
sales assistants’ uniforms.
His involvement has encouraged

: . »r\r. H ortex. Poland's largest

fruit and vegetable pro-

cessing group, is setting

an example for other eastern

European companies adapting to

the rigours or a market economy.
The company recently decided

to spend money on advertising,

marketing and distribution. “We
noticed that our fruit juices were

no longer being sold from under

the counter but standing on shop
shelves.” says Wojdech Zelazny,

a deputy president. "So we
decided to advertise.”

Last month the first tailored

TV advertisments were aired in

a 5bn zloty campaign run by
BBDO Warsaw - the first step

of its kind by a Polish company,
according to Dorota Walczyk,
Warsaw chief of BBDO. the
advertising and marketing
agency.

Hortex, which recorded sales

worth 3,500bn zloty (£145.3m)

last year, plans to spend 50bn
zloty on distribution this year.

Walczyk praises her client

"There were no differences of
opinion and they were willing to

learn." She may have been lucky

as Brian Dunnion who heads
Saatchi and Saatchi in Warsaw
says Polish companies have “a
producer mentality”.

“They still haven't thought out

who they are producing for," he
says, noting this as the main
problem in dealing with Polish

clients. Last year his company's
S15m (£10.4m) turnover in

Poland came mostly from west-

ern multinational clients, but
Dunnion is looking for local

firms to work for. “This Is where
the growth is will come from.”

For Walczyk speed is essential

because costs - such as the

price of air time - and competi-

tion are increasing.

The Hortex campaign is aimed
at consumers and places less

emphasis on work with retailers

and wholesalers. But the whole-

saler culture which has grown in

Poland in the past three years

decrees only goods advertised on
TV move in large quantities. If

the wholesalers and retailers see

the juices on TV they will

believe it will sell and will take

larger orders, says Walczyk.
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retailers to support the launch.
Saks Fifth Avenue devoted all 35 of
its windows to Armani products.
The designer made his first trip to

New York for three years for the

launch party, thereby attracting
pages of free publicity In the US
fashion press.

Gio also has the advantage of

being introduced at a time when
there is a significant change in fash-

ion - away from the slick styles of
the 1980s. to the looser look of the
1990s - which could encourage con-

sumers to try new scents. It should

also benefit from the dearth of other

large launches. Moreover, there are

now signs of a recovery In the US
fragrance market, although Euro-

pean sales are still sluggish.

So far the omens are encouraging.

But Klarsfeld has to wait a little

longer to see whether Gio has hit

all “four cherries" on his slot

machine.
“The real test will be whether

people buy it again for its second

Christmas," he said. “It’s only then

that we’ll know if Gib is really a

T
he idea that different

smells produce different

behavioural moods is

hardly new. But the com-
mercial application of aromatics, or
Musak of the Nose as some
marketeers have dubbed it, looks to

be growing.
Fragrance strips in magazines

are already familiar - December's
edition of Vanity Fair had five of

them. But other examples - some
quite bizarre - are increasingly

found.

A Seattle bank, for instance, is

planning to scent the money in Its

automated teller machines. A Mar-
riott hotel in Miami has installed a

S 12.000 (£8,333) machine that
releases floral and citrus “natural

plant abstracts" into the atmo-
sphere in its lobby (apparently to

reduce stress in its guests). While
several Japanese companies use
aromas introduced via their air

The scent of things to come
Commercial interest in the use of aromas is growing, writes Tim Dickson

conditioners to improve staff moti-

vation and raise productivity.

Mitsubishi’s researchers have
projected that office demand for

smells could reach YlObn (£59m) by
the year 2000.

Not everyone approves of olfac-

tory marketing, especially when it

is employed to woo shoppers. US
consumer groups have criticised

the growing use of fragrances by
retailers, accusing them of sublimi-

nal advertising.

Apologists say there is nothing
sinister, that the nice pongs can be
compared with background music,
fancy lighting or plush carpeting.

Recent commercial interest -

including the establishment last

year in London of a specialist con-
sultancy Marketing Aromatics -

can be linked to the results of an
expanding body of research into

human behaviour. A US study
researched the effect of odours on
product perception by getting indi-

viduals to examine Nike sneakers

in two rooms: one fitted with puri-

fied air, the other scented with a
floral smell. Eighty four per cent of
participants said they were more
likely to buy the shoes, or liked the

shoes more, in the scented room
and many said they would pay $10
more for them in that environment
In another exercise keyboard

workers reduced their errors by 50
per cent when exposed to a citrus-

scented atmosphere.
As for the specific ingredients,

Japanese research claims lemon
and peppermint have a stimulating
effect; nutmeg and lavender reduce
stress and a mix of rosemary and
lemon will improve concentration.

David Fellowes. commercial
director of Marketing Aromatics, is

naturally an enthusiast: “Smell is

the most powerful and evocative
trigger we know. Yet commercially
smell has been the most under-used

of the senses."
Fellows says smells can be used

in three broad ways: to provoke

physiological responses (such as
animating people or reducing
stress), to bring back memories or
associations (such as a Caribbean
holiday), and to encourage different

attitudes (essentially what the
manufacturers of most cosmetic
perfumes are aiming to achieve).

Marketing Aromatics lists a wide
range of potential applications -

from developing corporate aromas
as a sort of company logo and
increasing browsing time in shops
to impregnating a product or pack-

aging and improving accuracy in

repetitive manual tasks. It is reluc-

tant to talk about clients - except
to point ont it helped a bookshop

which wanted to smell more like a

library - bat says it has a growing
number of inquiries.

Marketing Aromatics works with

the perfume companies to develop

the right smells and is working
with other companies on dispersal

technology systems. These are

claimed to be capable of broadcast-

ing different aromas into several

parts of a building at varying times

of day.

In the US AromaSys of Minnea-
polis has researched the psycho-
logy. physiology and technology of
environmental fragrancing for

three years. It is developing
systems for several Fortune 500
companies. Says Allyson Stewart,

of AAI Consultants: “I think this

whole subject is particularly inter-

esting from a corporate identity

point of view. I believe the fra-

grance houses are going to get
more involved."

Christopher Bobinski

PEOPLE

If you’re

pursuing wealth abroad
take a guide book.

Big names for small business taskforces
The small businesses which
suffer most from the burden of

red tape have drawn scant
comfort from the announce-
ment of the chairmen of the
seven government taskforces

which will look into the ques-

tion of deregulation.

Their appointment follows
the announcement by the gov-

ernment In early February of a
campaign to review the 7,000

items of legislation affecting

businesses.

The seven are Duncan Bluck,

a director of John Swire and
Cathay Pacific Airways, to

head the communications and
transport taskforce: Chris
Spademan, managing director

of Bovis Construction in

charge of the construction
taskforce: Malcolm Bates, dep-

uty managing director of GEC
(engineering); John Robb, chief

executive of Wellcome (chemi-
cals and pharmaceuticals); Sir

Sydney Lipworth, chairman of

the MMC (financial services):

Nigel Whittaker, corporate
affairs director of Kingfisher
(other services); and Michael
Heron, chairman of the Post

Office (food, drink and agricul-

ture).

The DTI says it chose people

who could command respect in

the industry sectors they were
to examine and anyway small
business owners probably
would not have the time to act

as chairmen. It expects task
force members to spend half a
day a week but chairmen will

probably have to devote more
time.

Small business organisations
are not convinced. “The target-

ing is wrong because these
people won’t be aware of the
problems affecting the 97 per

cent of businesses which
employ fewer than 20 people."

said the Federation of Small
Businesses.

The DTI says it expects small
business representatives to be
among the task force members
and Nigel Whittaker says there

are small business people
among the 8-10 people on his

shortlist.

The task forces, which will

work closely with Lord Sains-
bury. Michael Heseltine's
special adviser on deregula-
tion, have six months to com-
plete their work.

Bodies politic

Juan Kelly, chairman of the

Isle of Man Steam Packet
Company, chairman of the
International Chamber of

Shipping and president of the

International Shipping
Federation, has been appointed
vice-chairman of the PORT
OF LONDON AUTHORITY.
Raymond Birdseye, former

president of the corporate

banking division of Barclays
Bank in the US, has been
appointed a non-executive

member of the CIVIL
AVIATION AUTHORITY.
Robin Phipps has been
appointed director of appeals
at The MALCOLM SARGENT
CANCER FUND FOR
CHILDREN; he moves from
the Wishing Well Appeal.
Albert Booking, md of

Ingersoll-Dresser Pumps
Newark, has been appointed
chairman of the
MECHANICAL AND METAL

TRADES CONFEDERATION.
Marian Hicks, director, food

issues, at United Biscuits, and
former professor and director

of experimental pathology at

Middlesex Hospital Medical
School, has been appointed

a member of the PRIORITIES
BOARD for research and
development in agriculture

and food.

Gordon Houston, md of

Boots the Chemist, has been
appointed chairman of the
REVIEW BODY ON ARMED
FORCES PAY, in succession
to Sir Peter Cazalet He is also

appointed a member of the
TOP SALARIES REVIEW
BODY.
Brandon Gough, chairman

of Coopers and Lybrand
Deloitte, has been appointed
chairman of the REVIEW
BODY ON DOCTORS’ AND
DENTISTS ' REMUNERATION
in succession to Sir Trevor
Holdsworth.
Paul Haines, investment

director of Noble Lowndes &
Partners, has been appointed
chairman of COMBINED
ACTUARIAL PERFORMANCE
SERVICES.
Leslie Heaviside, engineering

director of Wormald Ansul
(UK), has been elected

chairman of the BRITISH
AUTOMATIC SPRINKLER
ASSOCIATION.
Bob Siegel, md of
Oppenheimer and Co Inc, has
been appointed chairman of
the UK ASSOCIATION OF
NEW YORK STOCK
EXCHANGE MEMBERS.
Viscountess Cobham has

been appointed a part-time
member of the BRITISH
WATERWAYS BOARD.
Viscountess Cobham and

William Jack, former
chairman of the Building
Design Partnership, have been
appointed board members or
the LONDON DOCKLANDS
DEVELOPMENT
CORPORATION.

Every month The International provides in-depth coverage

of investment opportunities lor those Ihring abroad.

With around 1Q0 pages of authoritative editorial in

Of course thousands ot shrewd subscribers have

already realised Tbs International* other great benefit -

R* absolutely free. To join them simply complete the free

Atterton joins Guinness Mahon

Chris Cawcutt, who resigned
as personnel director of UBS
Phillips & Drew last Septem-
ber, shortly after the sacking
of the head of research Terry
Smith, has turned up as a part-
ner of fledgling consultants
Fairplace.

Set up six months ago by
Colin Gardner, founder of pub-
licly quoted consultancy group
D C Gardner, Fairplace now
has 10 partners, inducting 49-

year-old Cawcutt, and speci-
alises in management develop-
ment strategies, principally
for City firms.

Cawcutt has spent most of
his career in personnel. Includ-
ing ten years at Ford and a
spell later at Lloyd's agency
Merrett. After two years on
the management consultancy
side of Touche Ross, he moved
to UBS P&D in 1989. He is now
at pains to downplay the role
of tiie Terry Smith affair in his
departure.

“I resigned because I felt I
had come to a stage in my
career where I wanted more
control over my own destiny,"
he said yesterday.

every issue It's the essential guide to the world of finance, subscription form below.

And, because The International is published by the

Financial Times, its pedigree is impeccable.
FINANCIAL TIMES PUBLICATION

Sgn here oni» * you wait d recahu
regifer copy ol fl* HttnuBonU

jn+Pft*. 36 BanawnfOi nwmls.ttc)
O 1 Piatran'SftfOnstoycilil’afWcr a 7 Mann«»*w»lO*ngMeniig

02 Eflnrfoyea a 99tw» (Hole Sa*B

3 ConsufcW
04 lm-S

5 SSi*rilrtJnpn*Ii«J rSJ

HaiJOniWy

tttiipMV-rnMtt I

Daw

nvinttnsKmJ BouretotHous

91 CtunenumSnea.
London EC1M 6HH Unded Mqdom

dittnrilntan a 4 45-

Oi Ftambl Semen 05 55-

>2 2 Carmmtttfl n 6 65
3 0B*r5wwres

04 TiansoorT.'Tflwreonnrnincaion*

3 5 D«iibu»cftttai**Miwo O i Ov

a i Under 25

2 25-34

a 3 35-44

04 45-54

Ob 55*4
0 8 65-

i OomaDcEqmM

02 Httmami EquM?
3 Dftshore Desows
4 Piw»1y
5 Bands

B Predate Mefedt/Gems

7 UrdTnistsMiAa) Funds

8 04w mtwratavii tmresmente

D 98 None

MdeftheMtanbgdonakmT
i Credi Cm le g vfeei

32 GddCin
3 3 OugeCvflfeg Aral
099 Hone

X
!

I

I

David Atterton, 68, an
industrialist and former direc-

tor of the Bank of England, has
been persuaded to come out of

semi-retirement and take on
one of the more challenging
jobs in the City - the chair-

manship of Guinness Mahon
Holdings.

Guinness Mahon, now owned
by Japan's Bank of Yokohama,
has been looking for a new
chairman for some months to

replace Geoffrey Bell, 53, who
is retiring after five years at
the helm. Like many small
merchant banks. Guinness
Mahon's loan book has been
been hit by the recession, but
it has been recapitalised and
with a strong parent and a new
management team It is keen to
reestablish its name in Lon-
don merchant banking circles.

it**:'*

Although Guinness Mahon is

a wholly-owned subsidiary of a
Japanese bank it intends to
maintain its own identity and
has been keen to recruit a fig-

urehead who commands
respect In the City. Head-
hunter firm Norman Broad-

bent was hired to find a suit-
able candidate.
Atterton has the right cre-

dentials. A former chief execu-
tive of Foseco, he has sat on
the boards of Marks and Spen-
cer, 3i. and Barclays Bank, as
well as the Bank of England.
He remains a director of Rank
Organisation and British CoaL

In addition, he describes
himself as a Japanophile who
speaks “idiot” Japanese. He
was one of the first British
industrialists to set up a sub-
sidiary In Japan which he
chaired for 20 years. He says
that the Idea of chairing a Jap-
anese subsidiary in Britain
appealed to him. Although the
initial idea was that he would
do one day a week at GM. he
expects to do "significantly
more".

Joe Hinton, president of
Mobil Europe, will retire on
April 1 and be succeeded by
Bill Walsh who is currently
vice president for Middle East
and Marine Transportation.
Walsh is based in Mobil head-
quarters In Fairfax, Virginia,
but will soon move to London.
Mobil Europe is responsible

for the oil company's refining
and marketing operations In
Europe - a separate division
covers exploration and produc-
tion. The company changed its
previously geographical organ-
isation to restructure along
functional lines when Hinton
took over in 1991.

Walsh has been with Mobil
for 35 years, including a previ-
ous stint in London as
vice-president of manufactur-
ing and supply.
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Mercedes and Audi,
What Car?’s ‘best luxury car’

hasjust been improved.

Last- November, .What Car? compared the

Lexus LS4O0 with the BMW 740i, the Audi V8
and the Mercedes 600 SEL-Their verdict?

“The Lexus retains its title as the best luxury

car. It is beautifully built, it has a remarkably

unruffled ride and the best refinement you’ll find

at any price? Then they went on, “Now consider

the complete specification; the extensive warranty,

and the fact that you could buy a Lexus and.

against the cost of the nearest

priced rival in this test

(the BMW), still have

change to

-.M 'A
'* a-

buy small city run-around, and the case
^

in favour of the Lexus becomes overwhelming!
5

. Flattering comments aren’t new to the Lexus

. of course; “A car that is better, dynamically than

v anything we’ve; ever, driven in the top luxury car

market” and “a car; which is the quietest and most

refined you’ve ever been in,” were typical opinions

. at its launch. .? -

s . .-But any hopes the others may have had that

complacency woiild set in, will now be dashed.

-y.. Ever since its launch we’ve been looking at

ways to improve it;

And the. bad.news for Mercedes, BMW and

Audi is that for,.1993, the Lexus LS400 has been

refined in alihost fifty ways.

.
Some of

.
the changes are. subtle. A quieter

boot lock, for example, and a light inside the seat

belt buckle. . .. ?.

• Other* refinements are more substantial. Air

bags,for both driver and front seat passenger and

seatbelt pre-tensioning make the Lexus even safer.

. a - Modifications
. to . the suspension make the

ride even firmer at high speed and smoother at

low. Changes to the 4 litre V8 engine make the

LS400Y ..already, impressive fuel .consumption

figUres even more astonishing. 35.3 mpg at 56

rnph, the best in: the category.

'
. Alongside all these changes, however, one

thmg rehiams reassuringly the same. The 3 year/

60,000: mile manufacturer’s warranty.

... Call us on 9800
;
343434 to arrange a test

drive :'in the- only, car better than- What Car?’s

‘best luxury car.’ The 1993 Lexus LS400.
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TECHNOLOGY

Testing time lor Alan Bristow whose 860m-long transit system on his Surrey estate, costing £S.6m, is run 20 hours a day

On the fast track
Richard Tomkins takes a look at the Briway rapid transit system

A t first sight, it looks

like just the sort of

eccentricity for which
the English are

renowned. How else to explain
the presence of an urban rapid

transit system running
through the grounds of a 2,000-

acre private estate in leafy Sur-
rey?

Yet this rich man’s train set

is not just a folk de grandeur.
It is a serious attempt by Alan
Bristow, the former helicopter

king, to take on the giants of

the world railway equipment
industry with a British light

rapid transit system.
The rumbustious Bristow, 69,

made millions out of serving

the world's offshore oil and gas
industries with his helicopter

business. Now retired, be has
sunk £9.6m of his personal for-

tune over the last five years
into what he calls the Briway
transit system.

Aided by a 28-strong team of

specialist engineers, he has
designed and built an 860m-

long system on his estate and
mns it 20 hours a day under

test. Now all that remains is to

convince someone to put it into

commercial use.

Bristow says he was led into

the idea in 1987 by the rise in

Interest in modern-day trams

during the 1980s and by his

belief that other systems were
expensive, unattractive and
based on outdated technology.

The Briway system differs

from others in running not on
rails, but on a Oat track using

quieter pneumatic tyres. It is

guided by horizontally-
mounted rubber-tyred wheels
which run against the inside

faces of guide rails on each
side of the track, while power
Is collected through contact
shoes running against conduc-
tor rails underneath the rails.

The presence of the guide
rails means the system is best

suited to cases where it is seg-

regated from other traffic -

for example, airport terminal

shuttles. But Bristow has also

developed a street-running
variant guided by a slot set

into the roadway and powered
by overhead contact wires.
Bristow says two key fea-

tures distinguish the Briway
system from those of other
manufacturers. It is based on
existing mass-produced compo-
nents Grom the automotive and
rail industries which can be

bought cheaply off the shelf,

and Bristow has applied aero-

space industry techniques of
testing each part of the system
through mill inns of cycles on
his Surrey estate rather than
expecting passengers to act as

guinea pigs.

H e also believes he can
beat anyone on price.

“By using a whole
bunch of proven components
and putting them together in a
unique way. our price perfor-

mance is superior to what peo-

ple have become accustomed to

paying through the nose for."

Sensitive to suggestions that

his entry into the rapid transit

industry might lack credibility

until he finds a customer, Bris-

tow points to the tact that Bri-

way had been the preferred

system for a proposed 2% -mile

transit in Southampton until

the project was scuppered two
years ago by the city council's

failure to win the necessary
legislation.

Undeterred by that setback,

he says he is now tendering for

five contracts worldwide -

three of them airport shuttle

schemes (two in the Far East

and one in Europe) and two
urban projects (one in the
Netherlands and one in Den-
mark). Together, the projects

are worth £X50m, he says.

Beyond that, a world market
for transit systems worth £2bn
beckons over the next four
years.

“Of that, nearly half, or

£960m to be precise, is ideally

suited to Briway," Bristow
says - enough to turn a toy

into a serious proposition.

Ian Rodger discovers a novel method of gaining access to ski

lifts which may pave the way for other security devices

Keeping good time
on the slopes

Alpine skiers may not yet

realise it, but they may
have contributed to the

improvement of our quality of

life, our security and perhaps
even our health.
This hitherto unsung and

unknown achievement arises

from the familiar phenomenon
of a restless inventor noticing
a problem and trying to find a
solution for it.

The problem - one which
every alpine skier will recog-

nise - is gaming access to ski

lifts. Traditionally, ski resorts

issue lift passes which skiers

keep in their pockets.

On approaching lift turn-
stiles, they have to drop their

ski sticks, take off their
gloves, fish about in their
pockets for the cards, pick up
their sticks and gloves and
slide towards the turnstile
bolding the cards up for the

attendants to check or to slide

into a validation slot

This procedure is awkward
and time consuming and vari-

ous inventors have tried to

improve it

Perhaps the simplest and
most popular solution is a
small locket with a spring-

loaded cord. One end is

attached to the skier's jacket

and the other to the lift pass.

Thus, the card is always avail-

able and can be pulled out
quickly and easily to a valida-

tion slot

Its only disadvantages are

that the card flaps distract-

ingly on the piste and, even
though the cards are made of

tough laminates, there is the

danger that they can be
wrenched off and lost in a bad
fall. For a one or two-week

pass, the cost of replacement

is painfully high.

In the past couple of years,

more ambitious radio-elec-

tronic systems have appeared.

The most popular of these,

now installed at some 150

resorts around the world, was

developed by the Skidata sub-

sidiary of Austria’s Constan-

tin, the diversified industrial

group. It is based on a wrist

watch, the so-called Key
Watch, which, in addition to

being a digital watch, can
store data in various forms
and can transmit a signal that

opens a turnstile or lock.

Hie idea is that the skier

buys the Key Watch for

roughly S80 (£56). Each time
he or she goes to a resort that

the system, the watch can

be programmed by the resort

operator to provide access to

lifts for whatever length of

time the skier intends to stay

at the resort
As the watch is expensive,

the Skidata system continues

to allow customers to buy and

use the conventional access

cards and this remains the

norm for day-trippers. But ski-

ers are obviously Impressed
by the watch’s convenience.
Since introducing the system
in the 1990-91 season, Skidata
has sold more than 80,000.

While that has been gratify-

ing for Constantia, the group
also quickly saw that the sys-

tem could have many applica-

tions other than at ski resorts.

As a result, it has smothered
the Key Watch with patents

and installed automatic
destruction devices in them to

prevent snooping by would-be
copiers.

The technologies used to
link the watch and the turn-

stile or lock provide it with a
number of interesting charac-

teristics. It can be made own-
er-secure, with the addition of

a personal identification num-
ber that can only be seen by
an authorised reader. It is also

reprogrammable. Thus, it

could be used to identify

employees in a laboratory or

factory or delegates at a high-

security conference.

It is already used in a few
commercial parking garages
in much the same way as at

ski resorts. It is also used in

some hotels instead of bed-

room and function room keys.

Other possibilities include
authorisation of fond trans-

fers.

"Our aim is to increase the

uses of the watch so that it

becomes more worthwhile for

people to buy it," says Ernst

Strohmeier, Skidata's execu-
tive vice-president of finance.

Some Constantia officials are
excited about the potential,

conjuring up thoughts of it

being used to deliver data on
body functions to doctors at

remote locations and similar

futuristic ideas.

But Strohmeier is more cau-

tious. “If you talk to 10 people,

you can get 20 new ideas. The
important thing is to find

applications that are not just

interesting, but that really

improve a function and which
can be profitable.”

The Key Watch system wlQ allow quicker access to the std Bits

i
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Schools advise on IT

Y0U/{ swmcfi is LOOKINcr.fOMM? WtW&l Z8 ANb

the new Mssai'f pusiNEss class, nK euhpeu- fvenow the

shortest of StfOAT-FAVL RJ&ffTS, YOU 'LL FIND
/f-

WELC01 DiNiNfr JupfAlSF. OUFNEW MSfW WILL WfYF

OTtfEF Ainj-iNFs sone mb m Thoumtr.

P
ortable computers are

the latest toy of many
a chief executive. By-

May this year, they could also

be the latest toy of the

schoolchild.

The Department of
Education has allocated

£2^5m for schools in England
to discover for themselves the

benefits of computing on the

move.
“It Is the largest scheme for

IT in Europe," says Fred Daly,
technical director of the

National Council for

Educational Technology,
which is bn charge of the
project

Italy believes the scheme
could be the start of
something big. He points to

the US where students starting

university are advised by their

colleges on which computer
to buy so that they can plug
Into the main computer
network and make use of

shared college facilities such
as laser printers and CD
libraries.

“We’rejust getting evidence
that parents in the UK are now
buying machines for their

children,” says Daly.
Schools - both primary and

secondary - are being asked
to submit proposals for

exploiting the equipment,
which tells into four
categories.

• Portable computers with
all the power ofdesk-top
machine, many with
Windows software, would cost
about £1,000 each. With probes
or sensors attached the
machines could be used for

gathering information. And
by attaching an electronic tape
measure students would be
able to use the laptop tor

measurements outside the

classroom.
• Palm-top machines, costing
around £300 each. Some would

be basic organisers, others

would have all the functions

of foil-blown PCs, but with
a smaller keyboard. “They're

very suitable indeed for small

fingers,” says Daly.

• Low-cost wordprocessors
(£150 each) which display up
to eight lines of text These
would be used for a range of

writing activities In the
classroom.

• Graphical calculators,

costing £30-£40 which could
be used in science or maths,

for example, for drawing
graphs.

Italy is confident that the
portability of the machines
will not encourage students

to remove them permanently.
In small-scale trials, he says,

theft was not a problem.
“If teachers and children

get good-quality equipment
then they respond,” says Daly.

Della Bradshaw

PROFITS UP 23% AT
ALLIANCE & LEICESTER.

Financial highlights for the year ended 31st December 1992.

Pre-tax profits up 23% to £122.5 million.

*!= Loss provision charge stabilised at £203.6 million.

*5* General reserves up £87 million to £890 million.

*§* Total capital up £131 million to £1,335 million.

*» Gross capital ratio up from 7.8% to 8.2%.

“It is encouraging to report that in 1992 Alliance & Leicester made
a good recovery with pre-tax profits up by 23%. in spite of the
recession and its effect on the housing market. The resilience of our
business has been amply demonstrated and our financial indicators
confirm the strength and soundness of the group.”

F. W. Crawley, Chairman.

ALLIANCE LEICESTER
YOU GET A S M A R TE R INVESTOR AT THE ALLIANCE * LEICESTER

ALLIANCE k LEICESTER -UI..DINC SOCIETY. PRINCIPAL OFFICE. -A PARE LANK. LONDON. WlY



%
FJNANCIAL TIMES THURSDAY MARCH 1, 1993

ARTS 13

-*u-

:>*
7- '«».

•

n
- fyi*

;

‘-hc 1

**e-

#

’ '^ r
‘-L

r
.

.
. J

- ^'2g?

.

1;
=£»

u-fi..-

:T?i

i tu.- .-

t -

- Uii; i

Err

^ 'J?;

Si-Uji

*

,l
(

. , , p

rr: r.f w

1 * s

1 i i

i-e.:?:

•:• v

: 1 •=.

j :• •.
.

:

i*v-

>•
• ;•

^
. r..-

._. • 1,-

.U
;

t’: U- : f

A!
ER

Cinema/Nigel Andrews

A trip through the centuries

F
leeing through the cen-
turies, Virginia Woolfs
Orlando was a boy-girl
on the run from awm^i

predestination. Changing gen'
- der -.as she careened through
400 years of English history

*he". became “she": partly hi
chameleon response to a new
Enlightenment, partly for the
intuitive hell (or heaven) of it.

Meanwhile the novel's camera-
shutter changes of place and
Tfcne.- each time it went dark
"we . next woke up to a new
snapshot image of England in

the 1000s, 1700s, 1800s - fixed
the. book's style somewhere in

the prehistory of cinema. Time-
tripping a la Muybridge or
Daguerre or Julia Margaret
Cameron.
... Sail; Potter’s film of Orlando
fceeps the flickery serenity of
the original. The changing tab-

leaux; like animated lantern
slides, shuttle us through the
changing eras: Tudor London
(Quentin Crisp as Queen Bess),

Augustan tea parties (Ned
Shwrin as Dr Johnson), Victo-

rian romance (Billy Zane as a
Byromc heart-throb, plus bil-

lowing shirt and black locks)

to a 20th century of world war,
pregnancy, free love and dawn-
ing feminism.

The final scene, which could
have been daft, instead riefinnc

and seals the film's style. Tilda

Swinton’s Orlando sprawls
Alice-like under a tree (the

image makes a bookend with
the matching opening), while

sung, to by a frizzy-coloured

pop^idee angel dangling in the

sky. At. the same time some-
thing about female liberation

is intoned J by a voice-over:

“She’s no longer trapped by
destiny. . .".It sounds winsome

and preachy. Instead it is light,
lithe and deliciously self-
iron ising

We speak as one who
dreaded this film. To hand
Orlando the book to a writer-
director like Sally Potter, best-
Imown previously for feminist
torture sessions like The Gold
Diggers (Julie Christie going
gnomic in the Yukon), might
have been like handing a gun

ORLANDO (PG)
Sally Potter

SCENT OF A WOMAN
(15)

Martin Brest

A SONG FOR BEKO
Nlzamettm Aric

KNIFE IN THE WATER
(18)

Roman Polanski

or dub to a psychopath. But
instead of shielding our beads,
we are soon making Macaulay
Cuikin palms-to-cheeks ges-
tures of wonder.
We are in visual heaven as

soon as the jewelled 17th
century scenes begin skating
by. The Greenawayesque preci-

sion in sets and costumes -
from G’s own design team, Ben
Van Os and Jan Roelfs - is

married to a brave freedom in
dramatic styles. Quentin Crisp
camps it up with the queenly
advice: "Do not fade, do not
wither, do not grow old" (the
story’s self-fulfilling injunc-
tion). Swinton flings verbal
asides and mini-monologues
boldly at the camera. And
everyone talks, eats and

dances on skates, inventing the

tracking shot 400 years before

it was invented.

Though each ensuing time-

hop makes its sodaL cultural
or gender-political point, from
the male chauvinist clubbiness

of the Augustan salons to the
vaporous romanticism of Victo-

rian times, nothing is laboured.
Potter’s hurry-on-by direction

and Swinton’s sphinx-like ethe-

reality as a presence - noth-
ing so crude as “acting” ever
seems to take place within this

actress - mean we segue into

the next historical encounter
before the ink is dry on the last

one. And pedagoguery is kept
at bay not by avoidance but by
a mocking Brechtianiam. The
film

a

6 chapter headings -

“Death", “Love", “Politics”,

“History" - use a small inocu-
lating dose of schoolroom
chalk to ensure we never catch
the full-blown didacticism.

Ironically, the only danger
the film almost does fall prey
to is a sense of inconsequen-
tially. Okay, so we have sped
through four centuries of sexu-

al-political evolution. But
where exactly are we now?
Womanhood, on the cusp of a
new millennium, may he
happy and fulfilled and quired
to by MTV angels. Then again
some women might not see it

that way. Perhaps Orlando 2
should be made, giving us a
sri-fem sashay into the future,

where tire icons of machismo
still hold out and the A.
Schwarzeneggers of this world
wait for a final showdown with

the T. Swintons. The novel's

original author might not
approve. But then who’s afraid

of Virginia Woolf?
Miss Woolf, given half a

chance, would eat Scent Of A
Woman alive. Male bonding
and male values are the entire

known universe in this tale of

a grouchy, blind, retired Col-
onel played by A1 Pacino. Colo-

nel A1 needs and gets a seeing-

eye minder, schoolboy Chris
ODonnell, for a last weekend
on the town (New York) after

which he plans to - Tss! Tss'

Mustn't give away the ending.

But will you still be there for

it? It comes two hours 40 min-
utes after the beginning. This
is a dramatic span so epic that

we wait for some epic events to
fill it. But no. Colonel A1 keeps
barking out sour wisdom to

young Chris. Young Chris
keeps hoping Colonel A1 will

get him out of the moral jam
he’s in back at school (The
head teacher might help him to

a Harvard place if he sneaks on
a mischief-maker). And the
ghost of Virginia Woolf keeps
rattling her chains saying.

“Aren’t there any women in
this film, except the ones Pac-
ino either wants to lay or to

wish on the virginal young-
ster?”

This overextended buddlness
binge was scripted by William

Goldman and directed Martin
Brest, a specialist in male-
bonding comedies (.Beverly
Hills Cop, Midnight Run).
Inspired by a 20-year-old Italian

movie called Profumo Di
Derma (unacknowledged in the

credits), it is up for a lot of
Oscars. That should surprise

no one. The thinking at Oscar
nomination time goes life* thin.

Give us a film in which disabil-

ity, dying, teenage bewilder-

ment and surrogate parent-
hood are aH mixed together in

a bitter-sweet Learning Experi-

:*V**X'
^

Tilda Swinton as Orlando with Quentin Crisp as Queen Elizabeth 1 in Sally Potter's film"

ence and we will give the pseu-
do-humanist twaddle a shot at

the statuette.

The only true deserver is Mr
Padno. He plays Colonel Grou-
chy-But-Softy to the hilt.

Indeed the hilt might be stick-

ing out of him. Early on Mr P’s

performance is all staccato,

cunningly modulated rasps, as
of a man saving his energy for

better, more painless times.

Then, as in The Godfather, the

Padno economy pays brilliant

dividends when the “iff” mark-
ings come along. The roars are

unstopped, and the Colonel's
trademark “Hahs1." or “Hoo-
hahs!" become claps of derisive

thunder from heaven.

In the last reel the old sol-

dier's life-or-death confronta-

tion with the youngster, across

a loaded revolver, has Pacino
gating up the air around him.

plus the furniture, plus Master
O'Donnell Given this actorly

phenomenon in its midst, Hol-
lywood should surely fashion

something worthy for him.
How about King Leaf* No, per-

haps not. They would probably

call ft Scent OfA Monarch, add
in a subplot about a surrogate

son and then lay the overlong
heartwarmer before the Oscar
committee.

Nlzamettin Aric’s A Sang For
Beko is the first Eordish-lan-

guage feature film. Critical per-

spective buckles somewhat
under the weight of this geo-

historical fact We can say that
this tale of a Turkish Kurd
forced into a border-hopping

odyssey of flight by war and
political oppression - the Iran-
Iraq conflict, Saddam Hus-
sein's gas-assisted attempts at

ethnic cleansing - is stiffly

acted (except by Aric himself
in the lead) and plainly
directed.

But the film's mere existence
is a feat. Though Aric funded it

from Germany, where he him-
self fled in 1981, it makes few
attempts (orphans apart) to
provide ready-access drama for
an international audience. The
plains forbiddingly howl, and
only the subtitles mediate
between you and the sound-
track’s strange guttural noises.

Once in a while, though, a
scene invokes the universal
language of despair - a land-

scape of slaughtered villagers.

a poison-gas bombardment
from the air - to erase all dis-

tance between spectator and
spectacle.

Knife In The Water is the
early testament of another
man now condemned to pace
the wilderness. Roman Polan-
ski, ex-Polish, ex-Hollywood
nomad, made this three-folks-

and-a-boat black comedy back
in 1962. Its queasy sex-triangle

wit is unsurpassed. What bet-

ter setting for a film about the

destabilising swell of tension
and jealousy than the ditto

swell of a large, windswept
lake? Though the spoken lan-

guage is Polish, the body lan-

guage. facial semaphore and
prickly telegraphic silences are

universal

$ Theatre/Malcolm Rutherford

The Importance of
Being Earnest

O scar Wilde’s The
Importance qf Being
Earnest always had
a claim to be the

wittiest play in the English
language. In Nicholas Hytner’s

exquisite new production at
The Aldwych, it wins the prize

hands down.
Savouring the delights, I

shall come to .Maggie Smith’s

Lady Bracknell, last There is

plenty more on show. The two
parts that hit you most almost

as if they had never been
played before, are Claire Skin-

ner's Cecily and Margaret
Tyzack’s Miss Prism. This is a
Cecily whp will never be
upstaged by Gwendolen. She
may be a giriof 18 brought up
in the country, but she is fairly

brimming with determination

and self-confidence: a Lady
Bracknell in embryo. It is no
disrespect to Susannah Bar-
ker’s Gwendolen to say that

this is the first time that Cecily

seems to be the better part fife

Barker accepts the downgrad-
ing with grace.

The secret about Ms
Tyzack’s Miss Prism is that she
is obviously attractive from the
start not at all the plain spin-

ster sometimes suggested. She
is a very clever woman, and
not ashamed of it And that
too, is one of the secrets of

Hytner’s production: The
Importance is presented as a
highly cerebral, even intellec-

tual play. True, the women are

more Intelligent than the men.
but that only adds to the wit
Possibly not everyone knows
that “earnest” was once the in-

word for “gay". That again
adds to the fun: the young
women in the jplay know this

perfectly well, which is why
they love the nan16 and Lady
Bracknell has a particular rea-

son for disliking it

Intellectual in-jokes abound,
such as the frequent references

to the German language Is it a
precise- or. 4. romantic form
compared with English? Note
the peculiarly modem use of

the word “entrapped" and Ceci-

ly’s near borrowing from Lear

in “Never, never, never". Or
you can equally gloss over the

semantic pleasures. The Impor-

tance is such a good play that

you can enjoy it for the plot

and the performances alone.

Hytner’s production pulls

out every stop. The sets by Bob
Crowley get better and better

as we move from Half-Moon
Street in London W something,

to the garden then the morning
room at the Manor House,
Woolton. There can be few
more pleasurable comic scenes

than Gwendolen and Cecily
together at tea outside the

house.

If the men are intellectually

inferior, they can still act.

Watch the sudden swelling in

Richard E. Grant’s cheek
when, as Algernon dressed in

mourning clothes he confronts

the brother he has invented,

then banished. The facial

movements are even better

than most of his lines.

With incidental delights like

that, who needs Lady Brack-

nell and how can she be played

in a way that seems fresh?

Alasair Mun

Maggie Smith: superb as Lady Bracknell

Maggie Smith triumphs by
presenting Lady B as an
immensely well educated
woman, up with all the latest

statistics and intellectual fash-

ions. To be sure, she is a snob

to boot, but that makes her the

more formidable: she knows
how to be a snob well She also

has a respect for money and an
understanding of investment
Dame Maggie deals with the

famous “handbag" line by tak-

ing it in her stride as not being
especially remarkable. Then
she strikes: the stress comes a

little later with “the line is

immaterial". This is a marvel-
lous example of an actress
teasing the audience, then
creating a new reading. See
towards the end the way she
says of Algernon: “He has
nothing, but he looks every-

thing.” Physical movements
again crown the text In short
this is a perfect evening, and it

adds to the pleasure that other

women should be allowed to

run Lady Bracknell close.

The Aldwych. (071) 836 6404

Theatre/Andrew St George

The Women of Trachis’ and The Frogs’

F
ifth century Athens arrives at the

Oxford Playhouse with Sophocles’

Trachiniai in Greek and Aristo-

phanes' Frogs in English. The
Oxford University Drama Society produc-
tion deftly puts these round plays into a
square theatre: both plays benefit, and
both illuminate the Greek stage.

The Trachiniai (c. 450BQ tells of Her-
akles' death: he puts on a robe inadver-

tently drenched in poison by his wife Dei-

anira, and dies horribly after she kills

herself in remorse.

The director Alex Walker, with Univer-

sity advisers David Raeburn and Oliver
Taplin have compromised between Athe-
nian simplicity and contemporary conve-
nience. The production shows how signifi-

cant action is recoverable from the words
of the plays. There are no masks, and the
gestures are naturalistic rather than for-

mulaic, but the foreignness keeps chorus
and actors separate and separated.

Non-Greek speakers have to rely on the

chorus, sensing the modulation of their

voices and tracing their interaction with
the major characters. The choric episodes

use a variety of music, rhythmic verse-

speaking. So exits, entrances, actions, ges-

tures. objects, tokens, silences and
sequences become more important when
the language itself is occluded.

The actors - in particular Alice de
Smith (Deianira), Robert LJoyd-Parry (Her-

akles) and Sara Kalira (Chorus leader) -

speak with easy fluency, making the emo-
tion of each interchange live in their
speech and movement
After the enervating sight of Herakles

screaming from his funeral pyre on Mount
Oeta, the evening offers Aristophanes’
Frogs (405BC). While Sophocles is struc-

tured and abstract Aristophanes is cha-

otic and tangible. He brings out the worst

in others. Swift was caught with the
howler "Aristophanes ... Too bawdy and
profane is": and the Frog chorus sent 19th-

century Hellenic scholarship in search of

authentic “Brekekekex ko-ax ko-ax” frog

calls in the inland waters of Greece.

Here, Frogs has been boldly modernised,
keeping to the spirit of Aristophanes' scat-

ological political and literary humour.
The god of' theatre. Dionysus, despairs of
“new writing” and heads to Hades for

more of the old. The action centres on a
debate in hell between Aeschylus and
Euripides (“How dare you put me in a
proscenium arch"), the first a fruity Thes-

pian and the second a thin deconstruction
worker.

The surrounding chorus comprises jour-

nalists. the principals are politicians, and
the boring boatman to hell - who takes

Deutschmarks only - a good stab at John
Major. Out in the Styx means rap singing.

Camillagate sound-bites and a quorum of

transvestite judiciary. But the denizens of

hell do dance the salsa, a fact which Virgil

and Dante have concealed long enough.

Oxford Playhouse until March 13

The Arditti Quartet launched
its cycle of the Schoenberg
quartets on Monday to a com-
fortably filled Purcell Room.
There are Four concerts in all,

each made into an attractive

package with the quartets of
Berg and Webern, and a token
representation by Zemlinsky,
placed alongside Schoenberg*^
four (the posthumously pub-
lished D major quartet from
1897 is not included), together
with Verkldrte Nacht and the
String Trio.

The opening brought the
first official Schoenberg, his

Op. 7; it was prefaced by Berg’s
Lyric Suite and Webern’s Five
Races Op. 5. All are works the
Arditti play with easy familiar-

ity and the efficiency they
bring to so much of the 20th-

Recital/Andrew Clements

The Arditti’s

Schoenberg
century's quartet literature.

The technical difficulties of the
Berg cause no problems and
the thematic tangles of Schoen-
berg's sprawling structure are
negotiated without hesitation;

ft is note-perfect playing with
not a marking misplaced.

There was not though, much
sense of occasion in their per-

formances, more a take-lt-or-

leave-it attitude which often
worked against the grain of
music that demands a finely

judged appreciation of idiom
and intensity as much as tech-

nical skill and perfect co-ordi-

nation. The Webern pieces

need room to breathe, and a
massive concentration of phys-

ical and mental resources; here

they were reeled off almost
automatically, as if they were
thin little sketches rather than
fiercely compressed minia-
tures.

Everything had been
squeezed into a narrow band of

dynamics between piano and
forte: there were few extremes,

so that both the vertiginous

excesses of the Lyric Suite (if

ever a work demanded that its

interpreters delve beneath the

surface it is this) and the
romantic effusions of Schoen-

berg 1, the big tunes and the

bracing counterpoint, had very

little expressive power. The
perfectly contained Arditti

approach with its careful ana-

lytical sound may be one of

contemporary music's most
precious assets but for the clas-

sical texts of the Second Vien-

nese School something richer

and more searching is now
required.

Purcell Room; further pro*
grammes March ll, 14 and 19

ATHENS

Concert Hall Tonight Sun, next

.
.

Mon, Wed, Fri: Marc Soufitrot

conducts Grlscha Asagaroffs
w Staging of Cavalteria Rusticana,

with Agnes Baltsa and Marina
Krilovici alternating in the part

of Santuzza. Tomorrow: Ross
Daly jazz group. Sat Tatsis

Apostoficfis viofin recital March
24: Salvatore Accardo violin

recital. March 29: Samuel Ramey
(722 5511)

BARCELONA
Campania Nacionai de Teatro

CHfeico presents Cervantes’ La

Gran Sultana at Mercat de los

• Flors March 16-24 (318 8599).

The next opera production at

Gran Teatre del Liceu Is Carmen,
opening next Wed. Uwe Mund

%
conducts Nuria Esperfs staging,

with alternating casts Including

Kathleen Kuhlmann, Nell Shicoff

and Kristinn Sigmundsson. Eight

performmices tiff March 28 (412

3532) .

-

• information and booking for

cultural events available through

Calxa Catalunya from 08.00 to

14.00 (310 1212)

BOLOGNA
Teatro Commimale Mon: Shura
Cherkassky piano recital. Tues
(in Palazzo dei Congress!): Ballet

of Teatro Colon, Buenos Aires.

Next opera production: Adriana
Lecouvreur opening March 23
(529999)

FLORENCE
Teatro Communafe Tues: Bruno
Campanella conducts first night

of revival of the Ponnelle/Milan

production of La Cenerentola,

with Raul Gimenez, Gino Quilico,

Claudio Desderl and Jennifer

Larmore. Eight performances

till March 28 (277 9236)

GENOA
Teatro Carlo Felice Tomorrow
and Sat afternoon: Yuri

Ahronovlch conducts orchestral

works by Brahms and
Musorgsky/Ravel, with violin

soloist Mario Trabucco. Sun
afternoon: Jan Latham Kdnig

conducts final performance of

Alberto Fassini’s production of

Roberto Devereux. Next Thurs:

first of five performances by

Bafletto di Toscana of Prokofiev’s

Romeo and Juliet choreographed

by Fabrizio Monteverde (589329)

LONDON
THEATRE
• Playland: Athol Fugard's

latest play about the changes

In South Africa, starring John
Kani of Johannesburg's Market
Theatre (Donmar Warehouse
071-867 1150)

• On the Piste: John Godber’s
entertaining new comedy about
sex and snow on Alpine slopes
(Garrick 071-494 5085)
• Crazy for You: the new
Gershwin musical comedy
(Prince Edward 071-734 8951)
• Carousel: Joanna Riding and
Michael Hayden star In a
triumphant revival of the Rodgers
and Hammerstein musical. Till

March 27 (National Lyttelton

071-928 2252)

• No Man's Land: Pinter’s

sharply comic play, with Paul

Eddington and the author
(Comedy 071-867 1045)

• Lost in Yonkers: Rosemary
Harris and Maureen Lipman in

Neil Simon’s weighty comedy
(Strand 071-930 8800)
• For ticket information about
West End shows, phone
Theatreline from anywhere in

UK: Plays 0836 430959 Musicals
0836 430960 Comedies 0836
430961 Thrillers 0836 430982
OPERA/DANCE
Covent Garden Tonight and Sal
Mark Ermler conducts Andrei

Serban's production of Turandot,
with Gwyneth Jones. Tomorrow,
next Mon, Wed, Sat Colin Davis
conducts Harry Kupfer's new
production of La Damnation de
Faust with Olga Borodina, Jerry

Hadley and Samuel Ramey. Tues:
Royal Ballet mixed bill including

works by Bintley and Forsythe
(071-240 1066)

Coliseum ENO repertory this

month consists of Don Pasquale
(tonight and Mon). Rigoletto

(tomorrow) and The Mikado (Sat
and Tues), plus a new
Monteverdi/Bartok double bill

opening on March 20 (071-836

3161)
Sadler’s Wells Tonight tomorrow,
Sat: Compagnle Philippe Genty.
March 19, 20: Ute Lemper
(071-278 8916)
CONCERTS
South Bank Centre Tonight David
Willcocks conducts Haydn’s
Creation, with Lesley Garrett and
Willard White. Tonight in QE Hall:

Cristina Ortiz piano recital.

Tomorrow: Simon Rattle conducts
CBSO in works by Britten, Bridge
and Ravel. Sun: Evgeny
Svetianov conducts Phllharmonia
Orchestra in Beethoven and
Rakhmaninov. Sun In QE Hali:

Paul Crossiey plays Debussy
piano music. Mon: Rattle

conducts London Sinfonietta In

Bartok, Janacek, Vaughan
Williams and Stravinsky. Tues:
concert on theme of Mozart and
BayTeuth. Wed: Lawrence Foster
conducts Robert Saxton's
Concerto for Orchestra, with

Alfred Brendel soloist in

concertos by Haydn and
Beethoven. Wed in QE Hall:

Matthias Bamert conducts
London Mozart Players. Next
Thurs: Mariss Jansons conducts
LPO. March 19: Kathleen Battle.

March 20: Giulfni conducts
Phllharmonia (071-928 8800)
Barbican Sun and next Wed:
Mstislav Rostropovich conducts
London Symphony Orchestra
and Chorus in concert
performance of Peter Grimes,
with Ben Heppner, Nancy
Gustafson and Bryn Terfel. Mon:
St Petersburg Symphony

Orchestra. Tues: Nash Ensemble
plays Britten, with vocal soloists
Joan Rodgers and Jean Rigby.
Next Thurs: Rostropovich gives
world premiere of Robert
Saxton's new Cello Concerto
(071-638 8891)

LUXEMBOURG
Theatre Municipal Tomorrow and
Sat Gilbert Kaplan conducts RTL
Symphony Orchestra in Mahler’s
Second Symphony (470895)

MADRID
Aries de Saluzzo Quartet gives
a recital tonight at Auditorlo
Nacionai de Musica. Tomorrow,
Sat, Sun: Maximlano Valdes
conducts Spanish National
Orchestra In works by Weber,
Gerhard, Debussy and Scriabin,
with violin soloist Angel Jesus
Garcia. Next Tues and Wed:
Tokyo String Quartet plays works
by Haydn and Bartok (337 0100).
Next opera production at Teatro
Lirfco La Zarzuela: Puccini’s
Trittico, opening March 25 (429
8225)

MILAN
Teatro alia Scala Tonight
Mariana Nicolesco song recital.

Tomorrow, Sun afternoon, next
Tues, Wed, Thure, Frl, Sat
Riccardo Muti conducts Giorgio
Strehler's production of Don
Giovanni, with alternating casts
including William Shimell, Carol
Vaness and Cecilia Bartoli. Sun
evening: Salvatore Accardo,
accompanied by Dmitri Sgouros,
plays violin sonatas. Mon: Tokyo

String Ouartet. March 22: Israel

Philharmonic Orchestra (7200
3744)

PRAGUE
CONCERTS
Sat in Smetana Hall: Ars Rediviva
play works by Couperin, Lully
and Leclair (232 2501). Tues in

Dvorak Hall: Piotr Anderszewski
plays Bach's Goldberg
Variations. Wed: Skampov
Quartet plays works by
Beethoven, Petr Eben and
Martinu. March 23, 24: Wolfgang
Sawallisch conducts Dvorak (266
0111 )

OPERA
National Theatre has Dalibor
tonight The Bartered Brids on
Sat The Devil and Kate on Sun,
Hurnik's The Lady Killers on Tues
and Lucia di Lammermoor on
Wed (205364). Estates Theatre
has performances of Le nozze
di Figaro tomorrow, and Don
Giovanni on March 26, 29. 31

(228658). Prague State Opera
has Otello tonight Salome
tomorrow, Entfuhrung on Sat
Rigoletto on Sun and Madama
Butterfly next Wed (265353)

ROME
Teatro Ollmpico Tonight Dmitri

and Vladimir Ashkenazy play

clarinet sonatas by Hindemith,

Prokofiev, Schumann and
Brahms. Next Thurs: Kronos
Quartet (323 4690)

Teatro defl'Opera Tonight Sat
next Tues and Thurs: Mayerling,

new opera by Barbara Gluranna.

Tomorrow, Sun: Die Fledermaus.
Mon: Bernd Weikl song recital.

European Cable and
Satellite Business TV
(All times are Central
European Time)

MONDAY TO THURSDAY

Super Channel: European
Business Today 0730; 2230

MONDAY
Super Channel: West of

Moscow 1230.

Super Channel: Financial

Times Reports 0630

WEDNESDAY
Super Channel: Financial

Times Reports 2130

THURSDAY
Sky News: Financial Times
Reports 2030; 0130

FRIDAY
Super Channel: European
Business Today 0730; 2230
Sky News: Financial Times
Reports 0530

SATURDAY
Super Channel: Financial

Times Reports 0930

Sky News: West of.

MOSCOW 1130:2230

SUNDAY
Super Channel: West of

Moscow 1830

Super Channel: Financial

Times Reports 1900

Sky News: West of

Moscow 0230; 0530

Sky News: Financial Timas
Reports 1330; 2030

v h
*
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Braced for a loud
grinding of gears

Book
review

Bong Kong will

be returned to

Chinese sover-
eignty at mid-
night on June
30 1997. How-
ever, that is

virtually the
only thing that

we know with
certainty about its future.

As Gerald Segal points out.
the transfer is one fixed point

set upon an ever-changing can-
vas of wider events, which will

both affect and be influenced

by the fate of Hong Kong.
The three main players in

the drama naturally tend to

view it from their own perspec-

tives. China's priorities have
been to recover the territory

first, and to ensure mutual
prosperity second. Britain, hav-

ing decided that it had no
Option but to give up Hong
Kong, has been concerned to

withdraw with as much dignity

as is possible when handing
Over 6m flourishing capitalists

to a ruthless communist
regime. Hong Kong people
have had to decide how best to

position themselves for their

own prosperity and security.

The value of Segal's book is

that it stands back from these

rather narrow and emotionally
charged approaches, and exam-
ines Hong Kong dispassion-

ately as an international issue.

Segal, a Canadiau-born aca-

demic who is senior fellow at

the International institute for

Strategic Studies in London,
attempts to look into Hong
Kong's future beyond 1997 by
reference to a range of external

factors. By far the most impor-

tant is the course of political

and economic development
within China. Segal postulates

various possible outcomes,
from mass exodus to smooth
convergence with China.
To focus on outside factors

affecting Hong Kong is. by
implication, to accept the
premise adopted by negotiators

in Beijing and London - at

least until the recent more
determined attitude taken by
Mr Chris Patten, Hong Kong’s
governor - that Hong Kong
people themselves have little

say. Segal comments, however,
that they have shown little ini-

tiative over their own Tate.

Those that have, have chosen
to leave. A low turnout in the

1991 Legislative Council elec-

tions made it hard to argue

THE FATE OF
HONG KONG
By Gerald Segal

Simon A Schuster. £16.99

234 pages

that they were struggling to

avoid Chinese rule.

The current battle over mod-
est democratic reforms pro-

posed by Mr Patten is impor-

tant in this context in that the

governor has challenged Hong
Kong people to stand up for

themselves. If. out of deference

to the future sovereign or sim-

ply out of apathy, they do not

support an increase in repre-

sentation, there would be little

willingness in Britain to pur-

sue the argument.

The fate of Hong Kong, espe-

cially if it is unhappy, could

touch many countries. Since it

will be a very high-profile part

of China, it will affect China’s

international relations, for

example with the US. It could

create pressure for mass immi-

gration of Hong Kong people

around the world. Attempting

Some countries
view Hong Kong
people as an asset

for which
to compete

to assess the role of the other

countries in Hong Kong's
future. Segal gets bogged down
in examination of emigration

trends. But there is no denying
that emigration has already

sapped Hong Kong's dyna-

mism. Canada's aggressive
immigration policy underlines

the fact that Hong Kong people

are viewed by some countries

(not Britain) as an asset for

which to compete, possibly to

Hong Kong's detriment.

Hong Kong itself is likely to

be an influence on the rapidly

changing country which it is

joining. Segal's analysis of how
It will fit Into China is the
most interesting part of the

book. China's growth, particu-

larly In the areas around Hong
Kong, is creating shifts in rela-

tions between Beijing and the
provinces. Hong Kong’s econ-

omy has become increasingly

interdependent with that of

neighbouring Guangdong prov-

ince. and particularly the pros-

perous Shenzhen special eco-

nomic zone across the border.

If economic development is

accompanied by decentralisa-

tion of political power, it is

possible that the Hong Kong
tall will wag the Guangdong
dog. Under this rosy scenario,

Beijing's pragmatism would
allow 1997 to pass unnoticed,

and Hong Kong would then
lead a newly industrialising

south China economic zone.

Such optimism could be sup-

ported by China's pragmatic
"one country, two systems"
concept, its blurring of the geo-

graphical boundary by develop-

ing the areas around Hong
Kong, and its increasing
investment in Hong Kong and
use of it as a financial and
trade entrepot.

Segal, however, expects a

more prosaic fate: not collapse,

but
H
a loud grinding of gears

as the cog of Hong Kong fits

into the larger China". He sug-

gests that Hong Kong's dyna-

mism will slow, to the pace of

an albeit accelerating China,

partly because of the already

high rates of emigration
among skilled professionals.

He judges that China's rulers,

while wanting Hong Kong to

be prosperous, are more con-

cerned about a smooth political

absorption and would therefore

accept less economic dyna-

mism In Hong Kong if that was
the necessary price.

This outcome could take

many forms: Hong Kong could

still lead a new growth zone, or

it could gradually wither. Bei-

jing’s policies, and its relations

with its provinces and with

other countries, will certainly

be the most important factors

determining whether or not

the necessary conditions exist

for Hong Kong to prosper.

However. Hong Kong is

above all a centre for business.

It is business people who will

have to make individual judg-

ments about those policies and
their effects. Their decisions

will determine Hong Kong's

new role and the pace at which
it develops. Segal is a specialist

in international affairs and
examines Hong Kong from that

perspective. Analysis of what
is likely to influence both Chi-

nese and western businessmen
in making those decisions is

also necessary in order to

guess the fate of Hong Kong.

Alexander Nicoll

O n Sunday March 21,

five days after the
British Budget,
comes the first

round of the French parliamen-

tary elections, to be followed

by a second round the follow-

ing Sunday. They are much
more important for the econo-

mies of western European
countries, including the UK.
than anything the chancellor
announces on Tuesday. For
they are likely to decide, at

least for the time being, the

fate of both the European
exchange rate mechanism and
the more ambitious project for

European monetary union. By
comparison, the manoeuvrings
among British MPs over Maas-
tricht tactics are children's
games.
Just as the Franco-German

relationship is at the heart of

EC politics, it is also at the

heart of EC monetary rela-

tions, symbolised by the policy

of the franc fart This denotes

the French government's deter-

mination to stay in the ERM
and not to depreciate the franc

against the D-Mark. The words
are also a pun on the name of

the city of Frankfurt where the

Bundesbank is situated.

If the franc fort policy sur-

vives. the nucleus will be there

of a future European union,
monetary and perhaps politi-

cal. On the other hand, take
away France from the present

ERM and one is left basically

with a German bloc, which will

no longer be able to justify the

label European. (Iberia is

hardly likely to remain inside

in such circumstances.)

The official Conservative
opposition in France, which is

a strong favourite to win the

elections, is also committed to

the franc fort. But, obviously,

tbe prospect of a new cabinet

creates extra uncertainty. The
foreign exchange markets will

follow closely not only the elec-

tions. but even more the subse-

quent negotiations to select a
right-wing prime minister with

whom President Francois Mit-

terrand can cohabit, and the

new government's programme.
There are many things going

for the franc which sterling did

not have at the time of Black

Wednesday, above all the
enthusiastic support of the

Bundesbank. While the Ger-

man central bank never dis-

guised Its view that sterling

was overvalued, it is fully com-
mitted to the franc/D-Mark
rate. Indeed, judged by most of

the so-called fundamentals, the

franc should be in a stronger

position than the D-Mark.
French inflation is, at 2.1 per

cent, half the German rate.

Manufacturing unit labour
costs in francs are 10 per cent

Even the experts

can find it difficult

to respond

Change has now become a constant. With all the

major and minor shifts that are continually taking

place in the business environment, even well-managed
companies have to adapL For some, this can mean a steadily controlled process of incremental
adjustment, but for others something more dramatic is required.

Undergoing fundamental change is a critical test for any company, and the unfortunate fact is that

many of them fail. The reasons for their failure and the essential issues involved in the

change process are the subject of our unique International Executive Program.

It is a practice-oriented experience which Focuses to a large degree on the change issues

faced by those who attend.

Participants are invited to prepare a specific example ofan issue linked to change. Through class

discussion and consultation , they will leave withfresh insights about how it can best be resolved.

For managers of companies undertaking or planning substantial change, there is no more critical topic.

Please call or fax for a brochure.

Dates 1993: June 13 - July 2: October 3-22

Economic Viewpoint

The battle for the

‘franc fort’
By Samuel Brittan

Contrasting French

interest rates
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below the 1987 level. The
French budget deficit is lower

than the German, and the
French current account is

almost in balance.

Moreover, neither the Ger-

man government nor the Bund-

esbank - in contrast to the

position a couple of years ago
- has any interest in a further

appreciation of the D-Mark as

an anti-inflationary measure.
On the contrary, the German
authorities wish to avoid

adding to existing recessionary

pressures in the export sector.

The weakness of the ERM
defences in 1992 was that spec-

ulators had fixed dates at

which to aim - namely the

Danish and French referen-

dums. As these dates drew
near, it would have been worth
moving out of suspect curren-

cies, even if there had been
only a small chance of a deval-

uation. For the bet was essen-

tially one way. On this occa-

sion, there is not so much one
fixed day as a danger period,

from about now to the first pol-

icy statements of the next
French government
The main thing going for the

French franc is not the techni-

cal defences, but underlying
sentiment. Even market partic-
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ipants who expect a franc
depreciation do not anticipate

one of more than about 5 per
cent and do not want to be
caught out by a subsequent
appreciation or recovery of a

floating franc. Taking a posi-

tion against the French cur-
rency is thus a trickier proposi-

tion than one against sterling,

the lira, or the peseta, last

autumn. Nevertheless many

By comparison,
British

manoeuvrings
over Maastricht

resemble
children’s games

English-language market ana-

lysts still predict French deval-

uation and are ideologically

hostile to the franc fort.

The one development that

could sink the franc fort would
be a loss of faith in It by the
French policymaking elite.

Until recently the main intel-

lectual opposition to the franc
fort policy was - as most such
movements are In most coun-
tries - an unwillingness to

face the costs of getting down
inflation.

More recent critics have
been more difficult to dismiss

along these lines. For France is

undoubtedly experiencing a

serious business slowdown,
with industrial production
some 3 per cent below tbe level

of a year ago, and unemploy-

ment - on a comparable basis

- edging up towards British

rates. The problem is not that

of French competitiveness. The
appreciation of the franc

against non D-Mark currencies

since last September just about
offsets a similar improvement
in French competitiveness over

the previous four years due to

failing domestic costs.

Alain Madelin. the rather

engaging French UDF (centre-

right) politician, who broke
ranks with his colleagues to

embrace a floating franc, quite

sensibly bases his case mainly
on interest rates, ft is worth
giving him a hearing rather
than trying to quash him with

an irritable wave of the hand,
as most French establishment
figures do.

There is a twofold problem.

Even if nominal rates were the

same as in Germany, real rates

would be much higher thanks

to France’s very success in

overcoming inflation. Second,

French market rates now need

a 3 percentage point premium

over German rates because ol

the election uncertainties.

The French establishment

has a reply of sorts. The prime

rate, which forms the basis ot

lending to domestic business,

has been held down to 10 per
cent, partly as a result of gov-

ernment pressure, and -partly

because the Banque de France

undertakes some lending to the

banks at below the official

repurchase rate. A more impor-

tant point is that the greater

part of lending both to busi-

ness and homebuyers, in both

France and Germany, is on a
medium or long-term basis.

The heretics can say that

there is a limit to how long

French banks can subsidise

business, that short-term rates

do matter even if less than in

Britain, and that real long-term

rates of more than S per cent

are too high for a period of

severe recession.

The policy of the orthodox

French right Is to reduce the

cost of the franc fart policy by
moves to boost credibility,

such as early independence for

the Banque de France and a

fast-track approach to mone-
tary union by the inner core.

The latter idea would, how-
ever. come up against the
Bundesbank, which is deter-

mined to go no foster than the

Maastricht timetable, if only
on the grounds that Germany
itself will not be ready any ear-

lier for monetary union. The
Bundesbank is not directly

responsible for exchange rate

policy, but is likely to be more
effective on European mone-
tary union than it was on Ger-

man monetary unification.

The paradox is that, if the

franc fort policy had already

achieved full credibility, it

would no longer be needed.
France would set interest rates

no higher than necessary for

domestic price stability and
would replace Germany as the

anchor country of the ERM.
Unfortunately its record of sta-

bility does not yet extend long

enough to do that An experi-

ment with slightly lower inter-

est rates than Germany's in

1991 proved very short-lived.

In the end the speed with

which, and extent to which,
German interest rates come
down will be the major influ-

ence on the cost of the franc

fort and the likelihood of a new
French government sticking to

it. The Anglo-American ana-
lysts fail to see that the franc

fort policy represents a politi-

cal and economic achievement

which it is worth fighting to

preserve.
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UK position

on quality

standards is

complex
From MrD C MacVicker.

Sir, Your report on quality

system certification is nicely

provocative (“Need a quality

certificate? Ask Tom, Dick or
Harry", March 8).

It might have added in all

seriousness that the position in

the UK is more complex than
in some other nations and is

fundamentally affected by the

past decisions of the UK gov-

ernment that system certifica-

tion should be voluntary and
that there should be a competi-
tive mechanism for bodies

offering system certification.

In my view Paul Hewlett is

quite justified in expressing
confidence in professional buy-

ers and in their knowledge of

national accreditation. The
irony is the British Standards
Institution’s "concern at the
loophole", for it is my under-
standing that BSt-QA has itself

issued by far the most “unac-

credited" BS5750 registrations!

In the UK, everyone should
look for the National Accredi-

tation Council for Certification

Bodies' "tick and crown
1

', but
recognise that the BS5750 stan-

dards, the EN29000 series in

Europe, and the IS09000 series

internationally, are the same.

D C MacVicker,
managing director.

Plant Safety,

Wilmslow Road,
Didsbury, Manchester M20 SRE

Only long-term planning will

halt downward cycle in UK
From Mr David Howell MP.

Sir, Lord Howe’s Budget
remedies - cut spending, raise

taxes - make sense as far as
they go, (Personal View, March
9). But they would be mare
bearable if they included one
vital longer-term ingredient
which successive chancellors
have tended to overlook.

I refer to the imperative need
to raise levels of investment in

the infrastructure of the coun-
try. The failure to prepare
Britain's towns, urban areas,

roads, railways and public

facilities generally for the 21st

century (or even for the 20th),

in increasing contrast not just

to the UK's European neigh-

bours but even more strikingly

to the modern cities of Asia, is

much nearer the root of the

problem than economic policy

makers here realise.

It explains why Britain over-

heats so quickly, why stops
have to be more violent and
why after each phase in the

cycle the UK drifts further
behind, with lower revenue
growth, and therefore more
spending cuts and so on down
the plughole.

Long ago we should not only
have swept away the remain-

ing obstacles to private invest-

ment in public services but
should also have established a

separate capital budget (as in

Japan for example) which
could be protected and even
expanded while current spend-
ing economics are rightly pur-

sued.

Please could chancellors and
the Treasury look beyond one
year ahead.
David Howell,

House of Commons,
London SWlA OAA

Dogged by the spectre of doom and gloom
From Mr Patrick Brooks.

Sir, American Ambassador
Raymond Seitz told Christian

Tyler (Private View, March 6)

that he made two resolutions

when posted to the Court of St
James; never to use the phrase
"special relationship" and
never to quote Winston Chur-
chill. Both are laudable objec-

tives and it would be pleasant

to think that this might signal

a fresh departure for the
English language, with public
figures all undertaking to for-

sake certain tired and dreary
clichds for more Innovative
expressions and other means of
getting their messages across.
However, in the course of the

interview Ambassador Seitz,

commenting on the current
mood of doom and gloom In
the UK, remarked: "There is a

black dog that wanders around
Britain worrying about its

fiiture. ..." Black dog? Not
related to the famous “Blacku .

Dog" that used to haunt the**
aforementioned Winston Chur-
chill in his fits of depression by
any chance?
Patrick Brooks,

Gnuidg rue au Bois 77,

B1030 Brussels.

Belgium

to

No problem about lunching at the Garrick
From Adriana Pulido.

Sir, Regarding Observer's
story, “Lady in waiting" (Feb-

ruary 22), I would recommend
that you contact the Garrick
Club to ascertain its rules and
regulations on the matter, if

you had done so you would not

have suggested someone hav-
ing a “quiet word" with the
Venezuelan ambassador as
there was no possibility of a
"diplomatic incident". Ambas-
sador Arcaya has organised
numerous Luncheons at the
Garrick at which Ladies were

present, and Is very much
looking forward to meeting
Ann Coffey,the new Labour
MP for Stockport.

Adriana Pulido,

Charge d Affaires,

Embassy of Venezuela,
London

Clear need for UK government to provide export credits
From Mr Atick Goldsmith.

Sir, In your editorial, "The
pleas for manufacturing”
(March 8), you take a side-

swipe against export credit
guarantees, on the grounds
that they “help companies do
business in countries where
there is little security of pay-

ment". Really? Among the top
ten markets backed by Export
Credits Guarantee Department
last year were Malaysia, China,
South Africa, Australia and
Dubai. Which of these do you
view as having "little security

of payment"?
The need for government

backing for export credits is

primarily a matter of time-
scale. A typical construction
project overseas can take five

years or more to complete.
Over that period, however
secure and stable the country
concerned, there will always be
a risk of some unforeseen polit-

ical, financial or natural
upheaval frustrating the
smooth development of the
project. Government agencies
can afford to take - indeed
many would say they have a
duty to take - a longer view
than any private company or
financial institution. This is

why all major exporting coun-
tries have found it necessary to
establish export credit agencies
to shield their exporters from
at least some of the unforeseea-

ble risks. Among such agen-
cies, ECGD has for most of its

long life been extremely suc-

cessful, both in its primary
task of encouraging the
exports of British goods and
services, and, until recently,
earning substantial profits for
the Exchequer. It returned to
profit in 1991-92.

In recent years, ECGD has
been forced by government to
put the cart of prudence before
the horse of export promotion.
Despite some welcome steps
last year to redress the bal-
ance, recent surveys continue
to show that, in a number of
vital markets, ECGD cover
remains more expensive and
harder to obtain than that pro-
vided by the equivalent agen-
cies of our competitors on the
continent and overseas.

Additional ECGD cover for

crucial markets, a competitive
premium, would be a vital cat-
alyst for further growth in
project and otlier exports, to
the immediate benefit of the
British economy, and at no
immediate cost to the Exche-
quer. There might be a real
cost at some point In the
future; but any additional con-
tingent liability would repre-
sent the sort of risks which
other governments find accept-
able in terms of their indus-
trial goals.
A K Gold-smith,
director general.
Export Group for the Construc-
tional Industries,
Kingsbury House.
15-17 King Street,

St James's, London SW1Y 6QU
V
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A strike too far

for Germany
THE SAGA of eastern Germany’s
forced Integration, into a market
economy during the last 2ft years
has not been a happy one. If ig
Metall, the metal-workers' imwn
goes ahead with strikes to pursue
a 26 per cent wage rise in the east
German engineering industry, the
story could become a tragedy.
West Germany’s consensus-

based industrial system has in the
past succeeded in sharing out
equitably the rewards accruing to
a society registering steady eco-
nomic growth. Confronted with
the necessity of several years of
belt-tightening in the west, and a
stffl longer period of restructuring
in the east, the system now looks
much less able to cope.
The 26 per cent wage rise was

agreed in March 199L Thin was
part of an overall policy, promoted
by the Bonn government, for real-
tively fast alignment of east and
west German living standards.
There is now a clear case for
lengthening the timetable for east-
ern wage increases. During the
last two years, over-rapid wage
rises, by depressing competitive-
ness in a region ofchronically low
productivity, have accelerated east
Germany’s industrial destruction.

Yet the two sides remain far
apart. Mr Franz Stetnkuhler, the
IG Metall leader, believes protect-

ing the wage contract has reper-

cussions for western wage negotia-
tions. The union also argues that

east German labour costs are
lower than employers claim, tak-

ing into account longer working
hours and lower fringe benefits.

Employers, by contrast, say a 26
per cent pay rise would damage

already fragile eastern manufac-
turing:

A rise going much beyond the 9
per cent so far offered would
increase east Germany’s is per
cent unemployment rate, itself an
under-estimate of true unemploy-
ment. East German hopes that
Bonn will bail out hard-bit eastern
industrial groups, irrespective of
the cost, are quite unrealistic. Fur-
thermore. far from safeguarding
Germany’s collective bargaining
system, IG Metall’s campaign
could undermine it. Many east
German employers are already
opting out of the tariff system by
undercutting centrally-set wage
levels. An unrealistic pay increase
would strengthen this tendency.
Mr Steinkuhler may be over-

playing his hand. But responsibil-

ity for the impasse is evenly
divided. West German unions
played little part in agreeing the
east German wage timetable. This
was largely the work of an ill-as-

sorted alliance of directors of east
Germany's state-owned Kombi-
note, officials in the Treuhand pri-

vatisation agency, and west Ger-
man “advisers” - many of whom
had a direct interest in putting
east German competitors out of
business.

Whatever the result, strike
action would lead to unproductive
bitterness. This would depress
prospects for a self-fuelling upturn
east of the Elbe, and deepen the
psychological gulf dividing east
from west The Bonn government
must make every effort to bring
about a compromise, before the
dispute raids up in a strike no-one
can win. -

Free or fair
WHAT SORT of trade policy will

the US follow under President
Clinton? There can be few more
important questions.

When Mr Clinton said last

month that "we must compete,
not retreat”, who could forbear a
cheer? When he says that "if we
believe in the bonds erf democracy,
we must resolve to strengthen the
bonds of commerce,” the cheers

become louder. And when he says
that he wants to see completion of
the Uruguay Round by the end of

this year, they become deafening.

Yet Mr Clinton also believes

that trade needs to be “a priority

element of American security”
and that "many of our trading

partners cling to unfair practices”.

Lawyer that he is, he knows the

solution: “we must enforce our
trade laws and our agreements
with all the tools and energy at

our disposal”

Market opening and unilateral

pursuit of "fairness” are not, as
Mr Clinton seems to believe, two
rides of the same coin. They are

two different coins, the latter

being intellectually counterfeit.

First, “fairness” Is in the eyes of

the beholder, the US being just

one; if the biggest, of more than

(me hundred such beholders; sec-

ond, much of what is deemed
unfair is not economically damag-
ing, while remedies for unfairness

too often are; third, US trade pol-

icy is unfair too, among the most
Important examples being the

very laws that Mr Clinton is so

determined to see enforced.

That these laws are unfair
should not be a controversial

statement, other than to those
who benefit from them. Sfrcalled

fair trade laws render illegal prac-

tices. such as differential pricing,

that are perfectly legal within the
domestic economy; they find
against practices, such as charg-

ing less than long run average
cost, which are economically effi-

cient; and they find price discrimi-

nation where the same prices are
being charged in different mar-
kets. This is true not only of the
US, but of others as wen. not least

of the European Community.
The Uruguay Bound is of great

importance. Yet, as the EC itself

must have realised after the
recent provisional imposition of
antidumping duties on its steel

exports to the US, the Uruguay
Round is a small part of the trade
story. Fair trade measures may
well more than offset the benefits

of the round as a whole.

What is to be done? A starting

point must be to question whether
the game is worth the candle. Mrs
Carla Hills, the outgoing US trade

representative, asked the Interna-

tional Trade Commission to study
the economic effects of US anti-

dumping and countervailing duty
laws. Mr Clinton could do much to

allay the world’s fears about the

drift of US trade policy, not to

mention reduce costs Imposed on
the US economy, if he were to

welcome that study. For its part,

the EC should promise a similar

study into its equally controver-

sial policies. The pursuit of self-de-

fined “fair trade” has become the

canker at the heart of the trading

system. It needs to be excised.

Route to success
THECONFEDERATION of British

Industry yesterday produced a

report on education and training

for 16 to Id-year-olds which is a
welcome reminder that, even in

these ill-tempered times, sensible

solutions to long-standing prob-

lems can be proposed and have
some chance of implementation.

Few people outride the educa-

tionaUtraining cognoscenti are
likely to read the report, which is

weighed down with the usual

acronyms, but its message is well

known onnngh-- the education sys-

tem in Britain produces a small

number, of highly educated people

with no training or work experi-

ence, and a rather larger number
of people "with training but little

education; Business, as the CBI
toys, needs people who are numer-
ate, hbaate and have core skills -
the ability to communicate, to

apl^ Technology, work with oth-

ers, solve:problems and respond to

&ang& The feet that it is not get-

ting them in sufficient numbers is

largely- because of the Achilles’

heel of education and'training pro-

virion for 16 to 19-year-olds.
The CBI has come up with some

interesting ideas, not all of which

are brand new, but which together

amount to a coherent strategy.

The most radical is the plan to

extend the existing experiment

with training credits to embrace

all training and education for 16 to

19-year-olds. The CBI proposes

that over the next few years

young people should be using

credits to buy their academic

sixth-form education and their

technical training at a further

education college as well as a
training place with an employer.
- The idea will meet with stiff

resistance from the educational

establishment but it has the

potential to keep the educational

providers on their toes and moti-

vate young people. Through put-

ting pressure on non-training

employers it also goes some way
to meet the critics of the volunta-

rist approach to training. Above
all, providing the same form of

finance for the high-status sixth-

form, the low-status FE college

and workplace training, it pro-

vides a boost to parity of esteem.

A useful sideeffect of a univer-

sal credit system would be to raise

the status of careers guidance offi-

cers, who would become crucial

sources of information on where

to spend the credits. The CBI
rightly says that additional gov-

ernment investment is required in

careers gnld*"*** and recommends

that every young person should

have at least four hours of such

guidance.

Hie idea of a single framework

of exams and qualifications

Stretching from vocational NVQs
to academic A-levels and a system

of awards mixing the academic

and vocational called "careership

certificates” is more problematic.

The principle may be right, but it

would threaten the existing sys-

tem with overload. The building

blocks of the system - NVQs and
GNVQs - are both In their

infancy, while the last official

attempt to produce a combined
qualification, the Advanced
Diploma, has not been a success.

A ustralia’s 11.3m voters

go to the polls on Satur-

day feeing an uninspir-

ing choice between a
Labor government that

looks destined to lose and a conser-

vative opposition that has failed to

show that it deserves to win.

Snug in their taxpayer-funded air

force jets, the party leaders have
spent nearly five weeks criss-cross-

ing the continent’s great brown
spaces, frantically quarrying middle
Australia for support They might
as well have stayed at home. Voting
is compulsory - on pain of prosecu-
tion - but all the evidence Is that,

in Lord Whitelaw's famous phrase,

the politicians have been going
around the country stirring up
apathy.

Battered by slow economic
growth and high unemployment,
the electorate is sullen and suspi-

cious. It is hard to find anyone out-

side the party machines who
actively supports either Mr Paul -

gearing
, the prime minister, or Mr

John Hewson, leader of the opposi-

tion Liberal-National party coali-

tion. Only party officials believe Mr
Keating’s frequent claims that this

is Australia’s most important elec-

tion ever. To most people it is, as
The Age newspaper put it, merely
the most important election since

the last one.

Much of the cynicism reflects the
impact of the worst recession in 60
years, which baa raised the total

number of unemployed to more
than im and raised the unemploy-
ment rate to 11 per cent Beggars
have appeared in the streets of Syd-
ney and Melbourne - only a frac-

tion of the numbers seen in London
or New York, but still a visible

reminder that the lucky country
can no longer take the good life for

granted.

The election ought to provide an
opportunity for the opposition to
take the government to task over
the recession. But it is failing to do
so, because the campaign has been
hijacked by a government attack on
one element of the opposition’s pro-

gramme - the introduction of a
goods and services tax (GST), simi-

lar to European value-added tax.

Labor’s strategy has diverted
attention from the recession to an
jnfffminahip debate about the effect

of the proposed GST on specific con-
sumer goods and industries. The
best part of two days, for example,
was devoted to a row about the

likely effects of the tax change on
the price of cakes in bakers’ shops.

(The answer depends on the kind of

cake and whether the paper bag is

included in the calculation.)

The irony is that Australians will

be deriding a serious issue on poll-

ing day, even if it is not bring put
to them openly. The question is

simple: are voters still tvunmittod to

radical structural economic change,

or do they want a pause to catch

Australia’s low-key election campaign belies its importance
to continued structural reform, says Kevin Brown

Lacklustre in the

lucky country
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their breath, as some Labor minis-
ters have suggested?

In a normal election. Labor would
he trumpeting its record as the
most successful reforming govern-

ment in Australian history. Three
times since 1963 Labor has won re-

election by reminding the electorate

that it was Mr Keating and Mr Bob
Hawke, the former prime minister,

who began the job of dismantling
the web of protection and regula-

tion which had isolated Australia

from the world economy for nearly

90 years.

Between 1983 and 1990. Labor
floated the currency, deregulated
the financial system, reduced subsi-

dies to industry and began the pro-

cess of tariff reduction. It has also

partly decentralised the labour mar-
ket by encouraging a limited move
from national wage negotiations to

company-level bargaining, started

privatising government businesses,

encouraged greater Asian immigra-
tion. and switched the focus of
trade and diplomatic efforts from
Europe to Asia.

But perhaps because this is not a
normal election Labor’s principal

concern has been to avoid discuss-

ing its record. The party fears
attracting attention to Mr Keating’s

mishandling of monetary policy

between 1988 and 1991, which
pushed the economy into recession.

On the few occasions when the

prime minister has been cornered
on the economy, he has responded
bluntly that Australia has emerged
from the recession with the devel-

oped world’s lowest inflation rate,

at 0.3 per cent, and the strongest

growth in gross domestic product -

forecast by the Treasury at 2.4 per
cent for the current financial year.

Only once has the opposition come
ngnr to forcing bin* tO admit that

the Treasury’s medium-term growth
forecasts would mean an increase in

unemployment over the next three

years.

With the exception of sugar tar-

iffs, which have been frozen to pro-

tect growers in marginal east-coast

seats, the government has resisted

the temptation to court popularity

by reversing or relaxing the reforms
which have already been achieved.

Mr Keating could probably win
votes in Melbourne and Adelaide by

stowing the reduction of tariff pro-
tection for the automotive and tex-
tile industries. He has not done so,

in spite of losing a Melbourne
by-election last year to an indepen-
dent candidate wbo espoused a
return to protectionism.

But the government has produced
no plans for further reforms, leav-

ing the impression that it has
exhausted its reforming zeaL A re-
elected Labor government would
probably privatise the remaining
government holdings in hanking
and aviation, continue its pursuit of
greater efficiency in service indus-
tries such as transport and the
docks, and tinker further with the
country’s wage-bargaining system.
But the campaign rhetoric suggests
that the emphasis would shift back
to Labor’s traditional concerns with
social justice and national identity,

including Mr Keating’s vague plans
to remove Queen Elizabeth as head
of state.

Mr Hewson, by contrast, has gam-
bled that the electorate is willing to

accept a further dose of radical

reform, which the coalition has set

out in detail in its pugnaciously

titled Fightback programme. Fight-
back is a free-market plan which
aims to cut public spending sharply
and increase the role of markets in
almost every section of the econ-
omy. Tariff reform would be
speeded up, the centralised wage
system would be abolished, and
there would be a move to greater
reliance on private provision of
social services such as health and
education. The GST would provide
funds for significant cuts in per-
sonal income taxes and the aboli-
tion of half a dozen indirect taxes,
including payroll tax and wholesale
sales tax.

The Liberal-National coalition
claims that the programme would
cut business costs, create 2m jobs
by the end of the decade, and
increase the savings rate, which
would help reduce Australia's high
net foreign debt. Mr Hewson has
performed well during the cam-
paign, surprising observers wbo
expected him to be crushed by the
more aggressive and experienced
prime m inister. But the coalition
has found it hard to counter the
government's attack on the GST.

I
n his frequent appearances
on radio talk shows. Mr Hew-
son tries in vain to discuss
unemployment, industrial
relations or the beneficial

impact of the GST on exports. But
callers want an answer to the same
question: how will the GST affect
me? Often, the opposition leader is

unable to answer.
The odds remain against Labor,

which has been steadily losing
ground since 1983. and would lose
office on a swing to the conserva-
tives ofjust 09 per cent That is less

than the swing against the govern-
ment in every election sinew 1966.

Labor must also overcome a
strong feeling that the time has
arrived for a change of federal gov-
ernment, following the recent defeat
of Labor administrations in three of
the six states. But the GST debate
has improved the government's
standing since the beginning of the
campaign, when it trailed the coali-

tion by 6 to 12 percentage points in

the opinion polls. The latest polls,

published earlier this week, put the
conservatives only 5 points or less

ahead.
The coalition is likely to get a

boost today when official statistics

are expected to show that the unem-
ployment rate rose again in Febru-
ary. Nevertheless, it has lost the
battle to explain its programme,
and its failure is likely to translate

into lost votes.

Barring a surge to tbe conserva-
tives in the last few days, the most
likely outcome is a narrow coalition

majority. But the opposition’s

Inability to get its message across

could yet hand Mr Keating Austra-

lia’s biggest upset victory since the

war.

How Lamont can square the circle
iTo tax or not to tax
- that, according to

most economic com-
mentators, is the
dilemma facing
Britain’s chancellor

of the exchequer in

his Budget To tax

Personal wouId risk strang-

VfEW ting an incipient

recovery. Yet Nor-
man Lament most tax soon or the
deficit will get out of hand. The
most widely held view is that he
should not tax in March, but should
in December. This choice has been
presented too starkly. The danger of
inhibiting recovery arises from
reducing effective demand for goods
and services. But there are two
ways of increasing taxation, overall,

which could reduce the deficit with-

out reducing demand.
One is by changing the tax miT ff

the chancellor increased taxation
on the savers and reduced it on the
spenders, he could take rather more
from the savers than he gave back
to the spenders without reducing
aggregate demand- To take an over-

simplified example: if there were
two groups of taxpayers of equal

size, one of which saved half of any
additions to their income while the
other saved none, the chancellor
could raise twice as much in extra

taxes from the former as he
returned to the latter in reduced
taxes, without diminishing aggre-
gate rtemanri-

ln general, the lower income
groups save very little of any addi-

tions to income while the highest
income groups save more. A change
in the balance of taxation, taking

more from the rich and less from
the poor, would enable tbe chancel-

lor to contribute to deficit reduction
without harming recovery. There
are many ways in which this could

be achieved which could be calcu-

lated with some precision from the
Treasury's economic model.
Thus, for example, the reduction

in demand arising from an addi-

tional top rate of income tax of 45 or

50 per cent on, say, taxable incomes
above £40,000, could be matched by
an increase in the income tax
threshold or an extension of the 20
per cent band. More acceptable to
the Conservatives’ low tax philoso-

phy (which has really meant low
income tax philosophy) would be to

raise the upper limit for employees’
National Insurance contributions
and offset the demand effect by rais-

ing the lower limit

Of course, tbe increase in demand
could come from additional public

spending, it would cost about £lbn
a year to give an extra £20 a week
to those unemployed for more than

Percentage share o#
equhraBsed post-tax
fcveome by qubttite

groups of households*

QuMtte (poop ten 1900

Bottom 9.5 6.3

Second 13.0 10.0

Third 18.0 15.0

Fourth 23-0 23.0

Top 37.0 45.0

’EqutraHet&on if desfenotf la oUaw far d«orenr
tomUy «fea« Source economic Trsrxti

a year - either directly (to show
that the community still cared) or
subject to some “workfare” condi-

tions. Payment to the long-term
unemployed would rarely be saved
and more than £lbn could be taken
from higher rate taxpayers, without

reducing demand.
The other way of reducing the

deficit, by taxing without cutting

demand, is to increase inheritance

tar. Property owners rarely feel it

necessary to save against future

death duties, while inheritors only
have regard to the post-tax inheri-

tance. The state can insert a bigger

tax wedge between what is left at

death and what the beneficiaries

receive without reducing demand. A
new rate of death duty - say. 50

per cent on estates of more than
£500,000 - could be added to the

present 40 per cent rate.

Any fear that adverse effects on
agriculture or the private business

might inhibit recovery have been

removed by the reliefs of successive

Conservative chancellors. The con-

tribution to deficit reduction by an
increase in inheritance tax would
be small, but a useful start More-
over, because of the much increased

opportunities for accumulation by
the wealthy which have been pro-

vided by the Conservatives, an
inheritance tax increase should
prove an expanding source of rev-

enue, especially if the easier avoid-

ance loopholes were blocked.

Many people would see these
measures as desirable in their own
right. One of the least attractive

features or the Thatcher years has

been the enormous increase in

income inequalities (see table).

Changing the tax mix would be a
modest offset. Moreover, if the

higher tax were seen as a specific

measure to help the long-term

unemployed, even some of the pay-
ers might not be too displeased.

As for death duties, it has always
been inconsistent that the party
which stressed the enterprise cul-

ture and pay-related performance
should favour low death duties. The
characteristic of inheritance is that

the beneficiaries’ receipts are unre-

lated to any contribution (with the

possible exception of spouses, who
are exempt anyway). Perhaps the

need to curb the deficit could even
promote a tittle more consistency in

the Conservative philosophy!

Cedric Sandford

The author is emeritus professor of
political economy of the University of

Bath and former director of Bath
University Centre for Fiscal Studies.

Observer
Welcome on
the inside
A nice little earner could be in

tiie offing for ex-Granada chief

executive Derek Lewis, now gone
from the leisure and entertainments
industry to inject entrepreneurship

into the UK prison service.

With its rebirth as a free-standing

agency only three weeks away,
the service Is afflicted with a
problem more often found in show
business - how to drag them in.

With no fewerthan 7,000 vacancies

in its cells, according to an Internal

briefing document, the service is

operating well below capacity.

True, the prison population has

risen by 2,000 since the count of

just over 40,000 in December. But
that is merely a normal seasonal

increase, the document says; the

potential captive audience that

once awaited in police station cells

has run out So what to do?
While wanting the service to be

more entrepreneurial, the

government might draw the line

at a campaign to promote a
capacity-filling crime-wave. And
although prisons' running expenses

are only a quarter ofthe police-cell

figure, their daily cost ol about

£60 a customer would price them
out of the standard hotel market
Considering Lewis's background,

however, a solution should
certainly not be beyond Mm, One
obvious possibility is to follow tbe

theme park trend. After all, the

Dartmoor Experience could well
prove as big a draw as the London
Dungeon.

Balanced
Accused of having sinister

lunches with noted opponents of
Maastricht such as Margaret
Thatcher and Labour’s Bryan
Gould, the Treasury chief secretary
Michael Portillo is on the
counterattack. He’s letting it be
known he has also lunched not
only with strongly pro-European
ex-premier Edward Heath, but -
as recently as Tuesday - with
Hugh Dykes, Europhile Tory MP.

Con jobs
High unemployment is evidently

proving good business for some,
and on an international scale.

Witness, for example, the 30
would-be workers from South Africa

marooned in Bahrain.

Having been offered lucrative

locally advertised oil-rigjobs In

Kuwait with “Offshore

International”, they each handed
the supposed company’s agent
nearly £5,000 for travel costs and
a “character premium” to ensure
they would serve for a specified

time.

The organiser travelled with them
part-way, promising that a courier

would be waiting in Bahrain to

take them to the site. When he
foiled to materialise, they checked
and discovered there was no such
company, and erf comae no jobs.

If you can’t sleep, try counting
Maastricht amendments’

But the con artist responsible,
who had an Australian accent and
claimed Irish origins, seems
unlikely to be the same mnman
wanted for interview by the British

police. He has been purporting to

recruit sales staff and asking
applicants for advance payments
to cover costs.

With convincingly English

restraint, however, he is charging
only £6.75 a head.

Blind hope
Why the extravagance of new

curtains at the Moorgate Place
headquarters of the Institute of
Chartered Accountants in England

and Wales? The better to hide its

substantial reserves while
clamouring for swingeing
subscription increases, according
to tbe buzz.

Although members grudgingly
accepted a rise for this year, they’re

jibbing about doing likewise for

each of the next two.

So even if that isn’t curtains for

the institute’s plans for further

increases, perhaps tbeyli be shaded
down.

Overkill
Brand names ought to be one

ofa company's greatest assets. So
why should GEC drop the Ferranti

brand name, a share of which it

acquired along with Ferranti

Defence Systems from the

fraud-broken Ferranti International

in 1990?

Probably the best bit of the
husinpss remaining

, the

Edinburgh-based defence systems
is built on radar and navigation

expertise. Though feeing a tough
market post-cold-war, it will provide

tbe radar for the Eurofighter and
may be healthier than the

independent rump of Ferranti, still

short of returning to profit since

the split

But come the end of the month,
the Ferranti name will vanish from
the GEC empire, at least GEC
Ferranti is to be swallowed up by
Marconi Avionics, and the

headquarters will switch from
Edinburgh to Rochester in Kent
The change Is to do with

“optimising the management of

the businesses in a tough
international market”, it’s said.

But Observer doubts that such
phrases will help what will soon
cease to be GEC Ferranti salesmen

to explain to puzzled foreign

customers why a snappy name with

a good industry reputation should

disappear.

Second match
When lighting up a gasper after

reporting record cigarette profits

on National No-Smoking Day, BAT
Industries’ Sir Patrick Sheehy
wasn’t raising two fingers at the

anti-tobacco lobby. He customarily

has a post-meeting fog.

But he did point out that tbe

coincidence was cot tbe first of

its kind. The company’s recent agm
had been held on International

No-Smoking Day, which the

lobbyists had described as “a PR
cock-up”.

“This makes a notable double,"

the 62-year-old chairman said

unabashed.

In the soup
Tokyo airport police uncovered

an illegal shell operation when they

arrested 35-year-old Chopradit

Richest arriving from Bangkok.
Besides having 121 eminently

saleable rare turtles pouched in

a special smuggler’s vest, he had

14 more in a whisky bottle and a

further 40 in a flight-bag. All were

alive.

h
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Mitterrand in row over ‘jobs for

the boys’ before French election
By David Buchan in Paris

PRESIDENT Francois Mitterrand
yesterday came under a barrage
of opposition criticism for using
the civil and diplomatic service

to find jobs for Socialists facing
defeat in this month's parliamen-
tary election.

Mr Pierre Joxe, defence minis-

ter. was yesterday nominated
president of the Cour des
Coraptes. the body wbich vets

public spending. Responsibility
for the defence ministry was
assigned to prime minister Pierre

Beregovoy. Le Figaro newspaper
quoted a military officer as sug-

gesting the opposition should
take over the defence ministry

immediately, in anticipation of
its inevitable victory in the two
rounds of voting on March 21 and
28.

Mr Alain Juppe, secretary-gen-

eral of the RPR gaullists, said it

was shocking to see a defence
minister abandon his post when
14,000 French soldiers were out

on often risky operations. The
RPR leader complained that
every morning was bringing
news of Socialists being “stuffed
into diplomatic jobs, prefectures,
central and local government”.
From the left, a Communist dep-
uty commented wryly that by
taking care of his “chains" the
president wanted to make sure
that he was not adding to unem-
ployment.
Elysee officials countered that

Mr Joxe had started his career in
the Cour des Comptes, was not
standing for election and that the
timing of his appointment had
been dictated by the previous
financial controller reaching stat-

utory retirement age this week.
Amid all the campaign-trail

accusations, however, it is clear
that Mr Mitterrand is getting
ready to exercise his constitu-
tional right to run foreign policy,

in anticipation of a RPR-UDF cen-

tre-right victory.

Both the Elysee and the foreign

ministry yesterday flatly rejected

opposition allegations that Social-

ist sympathisers were being
favoured In the reassignment of

some 30 ambassadors since the

start of the year. All those

appointed are career diplomats,

they pointed out, though it was
admitted that those who have
substantially made their careers

during two five-year stints of

Socialist government (1981-86 and

1988-93} may be seizing new posts

for fear of being victimised by
the incoming administration.

The Elysee also denied allega-

tions that a new computer sys-

tem hooking the presidential

staff into the foreign ministry's

diplomatic cable traffic is

designed to enable Mr Mitterrand

to bypass a future conservative

foreign minister by issuing his

own instructions direct to

France '5 embassies abroad. Ely-

see officials said that the system

was planned two years ago and is

designed to keep the president

informed.

But there are strong rumours

that Mr Roland Dumas
, the for-

eign minister, may go to the Ely-

see as foreign policy adviser if he
is defeated in his parliamentary
seat. Mr Juppe warned that just

as in 1986-88 when the centre-

right governed, foreign policy
would he “the most difficult ele-

ment of the cohabitation" with
the president
The RPR leader indicated that

the incoming conservatives
might want to be even more pro-

tectionist towards the outside

world than the Socialist govern-
ment. There was, he said, a grow-
ing consensus in France that the
rules of international trade
needed to be changed. Inside the

EC, it was fruitless to alter

Britain’s pro-free trade stance
which, he said, had been "cata-

strophic" for that country, but

France had "political cards” to

play in Influencing Germany.
Paris, for instance, could support

Germany's being given a perma-
nent seat on the United Nations
Security Council.

US pharmaceuticals groups UK treaty
, f.

r
ratification

seek antitrust exemption faces fui
.the

By George Graham
in Washington

US pharmaceutical
manufacturers are to ask the Jus-

tice Department for an exemption
from prosecution under US anti-

trust laws so that they can dis-

cuss ways of controlling drug
prices.

The drug industry has come
under attack in recent weeks
both from Congress and from the
Clinton administration. They
have said the industry’s products
are more expensive in the US
than in other countries and that

it has failed to live up to pledges
to limit price increases to
the rate of consumer price infla-

tion.

But at a meeting with White
House officials earlier this week,
representatives of the Pharma-
ceutical Manufacturers Associa-
tion and of the leading drug com-

panies endorsed President Bill

Clinton's plan for reforming the

US healthcare system and gave
their support to specific mea-
sures to curb price increases.

The drug makers' association

will submit a letter to the Justice
Department by the end of this

week asking for permission for

companies to discuss price
restraints and enforcement mech-
anisms - discussions which
would normally be outlawed by
US antitrust laws.

The association also urged the
administration to seek commit,

ments to price restraint from
individual companies. Already, 10

leading manufacturers represent-

ing around 40 per cent of the
market have independently made
such pledges.

At this week's meeting with Mr
Ira Magaziner, a senior White
House adviser on domestic policy

issues, the industry representa-

tives gave their support to the

"managed competition” approach
which Mr Clinton has adopted to

health care reform.

They also supported the inclu-

sion of prescription drugs in the
standard insurance benefits pack-

age that would be a component of

the managed competition
approach, as well as the exten-

sion of prescription drug cover-

age in Medicaid, the government
health programme which covers

the poor, and alterations to the
Medicare programme for the
elderly to cover drugs.

But pharmaceutical manufac-
turers contest the claim that they
have been profiteering and argue
that the pace of drug price infla-

tion has slowed from 9.5 per cent

in 1989 to 5.1 per cent over the
last 12 months.

faces further

obstacles
By hro Dawnay and Ralph Atkins

in London

European pharmaceutical group
results, Pages 18 and 19

Yeltsin’s role attacked in Congress
Continued from Page 1

after a speech by Mr Nikolai

Ryabov, the parliament’s first

deputy chairman, which pro-
claimed that Congress was con-

stitutionally superior to the presi-

dent and that the present
constitution - an amended ver-

sion of the Soviet-era model -

should be the basis of the state.

In retaliation, the president’s

resolution repeats an earlier

motion - rejected last week by
the smaller Supreme Soviet -
which would free the government
to press forward with radical eco-

nomic changes. It would put the

Central Bank, with the other
state banks and the state prop-
erty agencies, under government
management, although with
residual parliamentary control
Mr Vyacheslav Kostikov, Mr

Yeltsin's press secretary, warned
last night of a “potential tragedy"

if the Congress “crossed the last

frontier" by continuing to oppose
economic reforms. He admitted
that the president's draft had lit-

tle chaoce of success in the

heated atmosphere engendered
by the day's debate but hoped for

cooler judgments today.

The last hope of compromise
lay in a joint commission from

the Congress and the presidency,

which was last night trying to

hammer the two motions into a

composite resolution. However,
today's session was widely expec-

ted to have to choose between
two philosophies of power.

Boris Yeltsin (left) and speaker Soslan Khasbulatav stand for the

Russian national anthem before yesterday’s parliamentary session

Amato wins support from Italian Senate
Continued from Page 1

a decree against the advice of Mr
Giovanni Conso, the justice min-
ister. rather than as a law which
could be amended by parliamen-
tary debate.

Mr Scaliaro invoked tbe formal

excuse that the decree, which
covered new provisions on party

financing, would have conflicted

with the referendum on April 18

calling for the abolition of public

funding of political parties. But it

has become clear the opposition

of the Milan magistrates involved

in the main anti-corruption
investigations forced Friday's
cabinet decision to be overturned
by Mr Scalfhro.

The magistrates also appear to

have taken precautions against
further attempts by the legisla-

ture to remove illicit party fin-

ancing from their competence.
For the first time this week, they

have pressed a charge of falsify-

ing company accounts.

Legal experts pointed out none
of those accused of providing
illicit finance to the parties have
been charged on this count Since
this is a criminal offence, and the

government decree had sought to

depenalise the charge of illicit

party funding, the experts
suggested this was an extra
insurance against losing control

of corruption investigations.

THE UK GOVERNMENT faces a
further setback in its attempt to

push ahead with ratification of
the Maastricht treaty, a senior

Conservative cabinet minister
conceded yesterday.

The opposition Labour party
believes it could gain enough
support from the Liberal Demo-
cratic party and Tory rebels to
win five further amendments to

the bill, each aimed at enhancing
democratic accountability and
controls over the EC.
Although none of the amend-

ments would halt British ratifica-

tion of the treaty, they would
undoubtedly serve to undermine
further the government’s author-

ity and sap morale among loyal-

ist pro-Maastricht MPs.
In an attempt to talk down tbe

significance of Monday's defeat

tat tbe House of Commons, when
Labour. Liberal Democrat and
Conservative party rebels scored
a 22-vote victory over the govern-

ment. the minister said: “The
ship can take on some water. So
long as it stays on course, that is

what matters."

Mr John Major, the UK prime
minister, is also understood to

have taken a strategic decision
not to antagonise Tory Euro-reb-
els, believing many are fighting

over what they see as genuine
points of principle.

With the committee stage set

to resume today, possibly con-
tinuing into the weekend. Mr
Major is anxious to maintain
Conservative unity in tbe long
term, not least in nine months
time when the Maastricht legisla-

tion should be passed.

In practice, recent surveys of

Conservative constituency associ-

ation chairmen - showing many
supportive of the rebels - reveal

there is little he can do to con-

tain the revolt.

Ministers appear ready to leave

the arm-twisting to loyalist back-
bench colleagues who are expec-
ted to resume their criticisms of

the rebels today.

But leaders of the Euro-sceptics
were unbowed yesterday, saying
they could support at least some
of Labour's amendments.
Although there is evidence of

some splits among the rebels, tac-

tics are also being kept secret
The government's vulnerability

has, meanwhile, markedly raised

morale on the Labour benches
following its 22-vote victory on
Monday. But Mr John Smith, the
Labour party leader, yesterday
made clear that the opposition

will do nothing to prevent even-
tual ratification of the accord.

He spoke against an amend-
ment proposed yesterday, at a
meeting of the parliamentary
Labour party, that be warned
could wreck the treaty.

Mr Davies's motion, that
attempts to reject the treaty's
provisions on member states’
budget deficits, was rejected by
tbe overwhelming margin of 94
votes to 35 - solidly confirming
support Cor Mr Smith's stance
among his backbenchers.
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THE LEX COLUMN

Horns of a dilemma
The London Stock Exchange faces the
unhappy decision whether to stick
with its ill-fated Taurus paperless
trading and settlement system or
abandon the project as a bad job.
Turning back now would be a star-

tling admission of failure. In addition

to the £75m development cost Incurred

by the Exchange itself; City brokers
and h»nWs have spent much more. One
can only hope these costs have been
written off as incurred. The Exchange
certainly has some explaining to do
about why the project has been
allowed to drag on at such expense for

so long, but it was members and users
who insisted on the project being so
complicated.

The London equity market cannot
afford to wait indefinitely for an over-

haul A simplified version of Taurus
built around a central database -

rather than the complex distributed

databases now proposed - would be
less of a technological challenge. That
would mean going back to something
like the original 1987 proposals for

Taurus. Doubtless there would be
resistance to the idea. Registrars, for

example, might view such a system as

a threat
The attempt to replicate every last

nuance of existing arrangements has
proved unacceptably costly and slow.

If the exchange cannot reconcile the

conflicting interests, the Bank of

England should knock heads together.

There is a strong case for moving
quickly to rolling settlement even
without Taurus. Frankfurt is already

well down this path, and tbe City is

being left behind.

must remain a possibility. This, may
partly explain the company’s surpris-

ingly sunny view of the UK economy.

Standard Chartered

Share price relative to the
FT-A Banks Index
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because there will be no repeat of the

recoveries from GFI Leisure and Min-

iScribe. Yet operating earnings are

steaming ahead and the tax rate,

which has been pushed up by the

Indian general provision and unre-

lieved ACT, should come down. Stan-

dard’s dividend costs only £47m. Even
after a large real increase, it should

have enough retained earnings to

push its tier one capital well over 5

per cent. On that bads, the shares are

cheap, but only because rational anal-

ysis does not allow for the kind of

nasty surprise which has become a
Standard Chartered hallmark.

BAT Industries
Tobacco stocks are the forgotten

casualty of Mr Clinton's presidency.

BAT Industries has underperformed

the market by 18 per cent since a new
excise duty on tobacco was proposed.

<

Yesterday’s full-year figures suggest

the market should not be too alarmed.

Although BAT earns a large chunk of

profits from US tobacco, cigarette

exports to eastern Europe and Asia

grew by more than 20 per cent last

year. Only the most onerous of new
taxes would knock BAT's tobacco

business off its stride. Besides, tobacco

companies have off-set previous foils

in volume sales by widening maigms
under the cover of higher taxation.

The fiy in the ointment is Eagle

Star’s exposure to the UK housing

market. With tobacco strong and

Farmers insurance expanding in the

US, though, the drag on profits Is

hardly noticeable. On a 30 per cent

yield premium to the market average,

the shares will look cheap if Mr Clin-

ton’s bark turns out to be worse than I

his bite. I

Standard Chartered
Oh dear, oh dear! Standard Char-

tered just cannot seem to manage a
year without finding a banana skin to

tread on. The latest one - the securi-

ties scandal in Bombay - has cost

more than £300m, much more than
Standard expected at the half year.

Exchange movements have since
aggravated the problem and weak
local financial markets have eaten
into its collateral, but at least tbe
bank has not suddenly discovered any
new exposure. Its higher provision

reflects a more sober reflection of
what it can recover from the wreckage
in a country where it is unpopular and
singularly lacking in influence.

Strip away India, though, and it Is

easy to see why the market greeted

yesterday's results by pushing the
shares up 3 per cent. Other net provi-

sions may grow this year, simply

Cadbury Schweppes
Cadbury has the kind of problems

most other UK food manufacturers
would envy. Its strong brands and
resilient results highlight the possibili-

ties for considerable international
growth. But management's attention

may now focus on mainland Europe,
which represented the only serious

blemish in Cadbury's performance.
The 36 per cent foil in trading profits

was attributable to beverages. But
Cadbury also faces a long-term strate-

gic bind in confectionery, where it fogs

well behind Mars and Nestle. Philip

Morris’s recent purchase of Terry’s
suggests pressure will Intensify in the
UK. A sizeable acquisition may repre-

sent the only means of acquiring suffi-

cient mass.
This, though, raises the tricky issue

of funding, even supposing a suitable

target could be found. Cadbury has
never generated as much cash as Its

high margins would suggest and the
balance sheet has been hollowed out
by goodwill writeoffs. Equity funding

Vickers
There is a brutal simplicity about

Vickers’ rights Issue. Shareholders

wondering where their £60m will go

need look no further than the £6Sm

hole punched in the balance sheet 'by

exceptional charges in the past two

years. The recession has ruthlessly

proved that Vickers is simply not big

enough to cope with Rolls-Royce

Motors' profit swings.

It need not have been that way.

Vickers came into the recession with

no net debt and could have negotiated

a good price for Rolls in 1990. But

having set its face against Sir Ron
Brierley’s unrealistic demerger plan,

the board hesitated too long about an
outright sale. After this, there is pre-

cious little point in looking for a buyer

until Rolls wins back its spurs.

However little the management

;

deserves the rights cash, the involve-

1

meat of Cazenove will surely be
i

enough to ram the issue home. Tanks
should provide steady medium-term
income and, now costs have been cut,

the short-term recovery potential is

there. What remains shrouded is the

long-term future of expensive hand-
built vehicles such as the Bentley Con-
tinental and the Challenger tank.
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IN MERGERS & ACQUISITIONS,
recognising and realising
opportunity depends on the
experience of your advisor.

i'.-

FINMECCANICA

Finmeccanica S.p-A.

h*» merged wuh

OsramGmbH
wHoUy-ovrncJ»ubrilmyof

SiemensAG
has acquired ibc

Alenia S.p-A.
AnsaldoS.p^A

Elsag Bailey S.p.A.

North American Lighting
Business

Telefonica de Espana,SA
thimgfi in wihriitury

Tekfdruca Intemacional de
Espafia, S.A

li»in)iilml8ll%ofdiniidflmmKn im

K-KSSin-h-:

GTE Corporation

njuuea out, or tnr menmm opocMata sad
long dsaanre sendees, and20% ofthe radio resets,

miciuwjire ami uretHte sendees of

Telefonica Larga Discanon de
Puerto Rico

froe

Puerto Rico Telephone Authority

ThtmdmigHtdacttdaafinanciiiladvaor
to FiHnu«<in<cd 5.fLA. in this transaction.

The muimignal acted atfinancial advittrr
WSiaiouAGin lii, Iranuuim.

‘Tkaiotdrrngntdacudaafinancialaimorto
TeUf4nlcahitenuMxmutideEipaAa,S^\.in

tkUtrmuactUm.

BritishGas^ O STATOIL

IBM Corporation ttuougli mb (•boJfr-oa’noiiubaUiuy ius acquired

ta» acquired • ntOwriiy equity interest in

British GasNGC L.P. BP Ireland

Compagnie des Machines Bull

hre acquired a
oac-durdpaenl paimenlup inremit In

Natural Gas Clearinghouse
The British Petroleum

Company p-Lc.

7he mjenigpuxl actedcufinamcial ad vtoor
(a DIMCorporation in ihii mmaacltan.

The undersigned acted atfimmcudadvuar
to BriiithCaM in thia transaction.

^•oidenainaiactrdaMfinancialadtimn'
taSuuaU m dui trannaaJon.

Advising a company successfully on its international
corporate strategy requires significant investment in
resources. It requires a global network ofoffices that can
make a critical difference to any merger or acquisition. It
also requires experienced professionals who add detailed
knowledge of commercial realities to the financial skills

necessary to structure and complete successful
transactions.

GLOBAL REACH. LOCAL EXPERTISE

With 35 offices in Lhe world’s key financial centres,
Lehman Brothers is ideally positioned as a local partner
able to recognise and realise global opportunities. Wo
have the highesc-quaJiry industry specialists to provide
clients with the strategic insights they require. And

we have the technical expertise to provide innovative,
yet practical cross-border strategics and structures.

THE EXPERIENCE TO DO BUSINESSTHE WAY BUSINESS IS DONE
We belieye in assembling teams with the necessary skills

tonieet adiem s particular needs. More importantly, our
dedicated teams are committed to seeing an assignment
right through, from beginning to end.
As a result of this distinctive approach, LehmanBrothers advised on 106 mergers and acquisitionsaround die world in 1902. An impressive total whichwas worth more than U-S.$27.900,000,000. IF you areinterested m harnessing our global experience, we areready to work with you.
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Lehman Brothers
international
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Professor to attack
Siemens voting rights
Professor Ekkehard Wenger of the university of
WOrzburg will today take on the full might of
Siemens, the Munich-based electronics and
electricals giant. He has proposed motions, to
be voted on at today’s annual meeting, calling
tor the abolition of special voting rights
attached to Siemens's preference shares, a
class owned by the von Siemens family who
are descendants of the company's founder.
Page 20

Amstrad alms for computer first
Amstred. the UK consumer electronics group,
la to launch a new computer next week which it

claims will be the first worldwide In a new
product sector tipped for rapid growth. The
personal digital assistant will be a hand-held
device designed to accept handwritten mes-
sages. IBM, Apple, AT&T, Matsushita and Oli-
vetti are among the leading computer
companies planning similar products. Page 25

Golden ring road

The townspeople of Kalgoortie. the Western
Australian mining town, were so fed up with
waiting for the state government to build a by-
pass to take the heavy construction equipment
used In the gold fields around the town instead
of through it, that they built one themselves.
Kenneth Gooding visited the town to sample Its

Independent spirit. Page 28
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China helps Hong Kong rise
Since the beginning of

1938 Hong Kong has
beeirthe best perform-
ing leading stock market
in the world. Even to the

most unreconstructed
bull It seems unlikely

that Hong Kong could
have risen so .strongly

" had China not decided

5 cqo UC—t— : i ,i to come back to toe

Jen *83 mar negotiating table about
sqdtck ft cripNu the colony's political

development Beck Page

Abbey ftps into oiirobonds
Abbey National, the UK banking group, raised
£65Qm ($031m) worth of 10-year eurobonds
yesterday ~ a record for a single Eurosterling

transaction in the international bond market
Abbey is the latest UK corporate borrower to

lock Into toe country's lowest Interest rates

since toe 1970s. The bonds, which carry a cou-

pon of 8 per cent were priced to yield 8.16 per
cent or 50 basis points above the5 per cent UK
government bond due 2003. Page 21
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Ashton Mining
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SBC asset sales contain sharp profits fall
By lan Rodger In Basle

SWISS Bank Corporation (SBC),

Switzerland’s second-largest
banking group, avoided a sharp
decline In profits last year thanks
to an extraordinary SFr255m
(1165.3m) net gain on asset sales.

The extraordinary gain came
almost entirely from the sale last

May of the bank's 97.7 per cent
stake in the Austrian electric

utility, Stetermarkische Efektrisd-

tat, to another Austrian utility.

SBC's 1892 net consolidated profit

fell to SFri.01bn from SFT1.03bn a
year earlier.

The group said net income
from operations slid 30 per cent

to SFr758m, by tor the worst per-

formance among the big three
Swiss banks. However, the SFT14
a share dividend is being main-
tained, and Mr Walter Frehner,
chief executive, was “cautiously
optimistic” about an earnings
Improvement this year.

Like other leading interna-
tional banks, SBC suffered last

year from a hefty boost in bad

loan provisions, which jumped by
nearly a third to SFrl.9bn.

The unusual negative develop-

ment at SBC was a 13.1 per cent

surge in operating costs to
SFr4.1bn, which significantly out-

paced the 83 per cent growth of

net operating income to SFrftm.

SBC officials attributed about
SFrl20m of the SFr47lm increase
In expenses to their conservative
treatment of the costs of reorgan-

ising the group’s Swiss private

banking businesses and of integ-

rating the O'Conner derivatives

subsidiary into Its capital mar-
kets and treasury division.

Mr Frehner, who is to become
chairman next month, said that

in spite of these setbacks the
group's earning power remained
Intact Cashflow advanced 4.5 per

cent to SFr2L9bn last year.

Moreover, SBC's financial

strength, which was implicitly

questioned last May when
Moody's downgraded its credit

rating, has improved.

The risk-weighted capital ratio,

according to the BIS formula,

rose from 10.9 per cent at the end
of 1391 to li.B per cent at the end
of last year - the highest among
the big three Swiss banks.
The capital strengthening was

largely a reflection of a 2.9 per
cent decline in assets to SFr201bn
at the end of 1992, which was in
turn caused by a 4,6 peT cent
slide in lending to customers to
SFTll3bn, and a 14 per cent cut In
interbank lending to SFr42bn. Mr
Frehner said the bank took a
more cautious approach to lend-
ing.

Richard Waters analyses one of the City of London’s biggest computer projects

Stock exchange takes

Taurus by the horns
A FTER, more than a

decade of planning and
an estimated £400m

($568m) spent on its development,

London’s planned share settle-

ment system ranks as ope of the

biggest computer projects ever
conceived in the City of London.
Could it redly all be scrapped?

Yes, if the London Stock
Exchange’s board agrees with a
proposal to be put to it today by
its chief executive, Mr Peter Raw-
line. The technical difficulties

standing In the way of complet-

ing the project are just too big,

he will say; it Is better to start

again from scratch than to go on.

Most of the big banks, brokers

and registrars in the City of Lon-
don, which have spent large
sums on Taurus in recent years,

were unaware yesterday of the

likely demise of the project. The
news prompted anguish, anger,

recrimination; in the aftermath

of today's board meeting, it is

likely to send reverberations

throughout the City boardrooms.

Mr John Lamb, in charge of

share registration and custody
business at National Westmin-
ster, summed up toe mood: “For
the City, it would be a very very
sad thing. Hells bells, we’ve got
one of the least attractive settle-

ment systems of any major stock

market"
The system for settling share

transactions has become one of

the main battlegrounds In the

competition between European
financial centra, and is toe area

where London coma out worst
The process of exchanging shares

for cash is slow - it takes up to

three weeks - and cumbersome,
with a series of paper-based
administration procedures
needed for each share Bale.

Taurus - which stands for the

transfer and automated registra-

tion of uncertificated stock -

was meant to end all that.

enabling London to leapfrog its

rivals into a leading position
internationally. A decision to ter-

minate it now would prove a fit-

tingly spectacular end to a trou-

bled history.

The idea that share ownership
should be transferred like money
in the banking system, through
computerised book entries on a
computer, was first put forward
by a stock exchange committee
in the early 1380s. In the rush to

build a new trading infrastruc-

ture for the stock market in time
for Big Bang in October 1986,
though, the decidely unglamo-
rous area of settlement was put
to one side.

The idea was rekindled in 1986,

as Big Bang and soaring share
prices drew small shareholders
into the stock market, leading to

an explosion in the number of

share transactions passing
through the market Anri a back- .

log of unsettled bargains that at
one stage reached £3bn. With
Bank of England prodding,
renewed efforts were made to

build an automated book-entry
system.

If any one decision can be
blamed for the quagmire Into
which the Taurus development
bas become bogged down, it was
toe abandonment in 1988 of a
plan for a £60m central database

to maintain records of all share-

holdings in toe UK stock market
Also, toe registrars who main-

tain records of shareholdings in

the UK feared that the stock
exchange would itself become a
central registrar, putting them
out of business.

The result was a compromise,
designed to protect the interests

of toe many users of the London
stock market registrars and cus-

todians, who offer share mainte-

nance services to companies and
investors, as well as listed com-
panies, who wanted a transpar-

ent system for share ownership
which enabled them to identify

who owned their shares. The
Department of Trade and Indus'

try, keen to protect the Interests

of small shareholders, pushed for

levels of security and investor

protection that professionals
grumbled were unnecessary.

As Mr Mike Jones, head of
development at brokers Capet
Cure Myers, said yesterday: “We
tried to leave the present rela-

tionships in place, and design a

system around it.” The conclu-

sion of the head of operations at
one London investment bank was
briefer “We’ve ended up with a

camel."

The Taurus plan is based on a

series of data-bases around the
City maintained by brokers,
bankers, custodians, investors

and registrars, each of which
holds records of shareholdings.

The databases were to be linfcwi

on an electronic network, making
it possible both to transfer stock

between them and to take a over-

all picture of a particular compa-
ny’s shareholdings.

It is now clear that this system,
finally adopted in 1989, was far

more complex than anyone had
predicted. First, the Department
of Trade and Industry took more
than a year to amend UK com-
pany law to recognise automated
transfer of share ownership.
Those legal changes were imple-

mented to fit toe Taurus system:

it was unclear yesterday whether
they would suit any other auto-

mated share transfer system that

may succeed It

T echnical difficulties have
brought Taurus to the
brink of failure. Testing of

the stock exchange’s own system,
which acts as a central bub for

the network, began last October.

Wider testing, involving securi-

ties firms, started in January.

Strong growth in international

tobacco lifts BAT to £1.65bn
By Andrew Bofger
and Richard Lappsr In London

SHARES In BAT Industries rose

18p to 955p yesterday after the

UK tobacco and financial services

group reported annual pre-tax

profits up 68 per cent to £L65bn
C&34bn), which was at the top

end of expectations In the City of

London. Turnover grew 7 per
cent to £22.1bn.

The figures were attributed to

an unexpectedly strong fourth

quarter by the group's buoyant
International tobacco business.
and the continuing reduction In

losses from Eagle Star, the UK
Insurance subsidiary which has

been hit hard by mortgage
indemnity losses.

Sir Patrick Sheehy, chairman,

said the performance of Farmers,

the group’s US insurance subsid-

iary. was a highlight. It had

become the third largest general
insurer in the US, and its life

business had contributed £93m to

a trading profit above £400m.
Fanners and Eagle Star helped

financial services’ trading profit

from continuing operations to
recover from £230m to £598m.
Losses from mortgage indem-

nity insurance - which covers
lenders against a portion of their

losses on sales of repossessed
properties - amounted to £244m.
This was mainly because Eagle
Star increased its provisions
against claims on policies insur-

ing commercial property lenders,

a class of business it no longer
underwrites. Losses on domestic
mortgage indemnity policies fell

to £97m, from £213m in 1991.

Higher premiums and more
selective underwriting led to a
sharp fail in Eagle Star's under-
writing losses in motor, home

and commercial insurances.

The group’s tobacco trading

profit increased by 24 per cent to

£l.3lbn. Total volumes rose to

more than 570bn cigarettes,

increasing the group's share of
toe world market to 10.9 per cent
Sales of international brands

grew 19 per cent, while export

volumes were 23 per cent higher.

As the most international ciga-

rette maker, BAT continued to

increase its share in key domes-
tic markets around the world and
to expand Into newly emerging
markets such as eastern Europe.
Earnings per share more thaw

doubled to 58.7p (24.8p). The
group’s tax rate fell from 56.5 per
cent to 4L5 per cent, mainly due
to the improvement in UK profit-

ability. A final dividend of 22£p
(lL2p) gives a total for the year
of 37.2p (SSJip), up 11 per cent
Details, Page 23; Lex, Page 16

Bombay cost Standard £305m
By John Gapper,
Banking Correspondent

STANDARD Chartered yesterday

disclosed that it bad sustained a

£305m (J433m) loss on Indian

operations last year after it

raised its provision for possible

had debts resulting from the

Bombay securities trading scan-

dal to £272m.

The India loss, boosted by a

fresh £16Gm general provision In

the second half; was offset by an
exceptional gain of Ellliu freon

sailing properties, and doubled

trading profits in the Asia Pacific

region of gagfru (against £l84m in

1991). The baik’a pre-tax profits

fell slightly to £202m (against

£205m) as its total charge for pos-

sible bad debts rose to £366m

(against £lS9m). Its trading loss

in the UK and Europe rose to

£64.4m, against 246.5m in 199L

The group made a ElOOm
interim provision against the
Bombay scandal, which rose In

value to £H2m because of
exchange rate movements.

Mr Rodney Galpin, Standard
Chartered chairman, said there

was “no quick solution” to the

affair. Mr Galpin, who will retire

in May, said the India problem
meant that the group's results

were "far less good than 1 would
have wished”.

In spite of the Bombay losses,

which mean the group Is now 80

per cent provided against Its

gross exposure of £343ra, shares

rose by 25p to 716p on expecta-

tions of rapid profits growth in

future helped by the buoyancy of

Asian operations.

The group proposed an
unchanged final dividend of 13p,

making a total of 20p for the
year. Its earnings per share after

the exceptional gain from selling

properties in Asia fell to 29p,
against 44Jp.
The ratio of tier 1 capital to

risk-weighted assets fell to 4.9 per

cent from 5 per cent because of

sterling's depreciation against
the US dollar, Mr Galpin said It

might issue up to 8300m (£2llm)

of preference shares "at some
time in the future".

Mr Malcolm Williamson, chief

executive, said he had "no reason

to believe that the India situation

was other than a unique and iso-

lated event". Fifteen staff had
left, including three in London,
and a further six had been repri-

manded.
The value of Indian securities

held as collateral fell from £63m
at the half-year to £34m at the
year-end.

Lex, Page 16; Sorry example,
Page 24
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This process, expected to be the
simplest part of a test cycle last-

ing until at least the end of the
year, has already fallen behind.

The stock exchange admitted
yesterday that the testing has
been "slow and patchy". One
broking firm said that, rather
than the 154 functions that were
meant to have been tested when
the latest phase began in Janu-
ary, only 50 have so far been
attempted.

If Taurus Is scrapped, what
could follow?

"It's all very well people knock-
ing Taurus - but is there an
alternative being proposed?” said

Ms Alison Renison, head of Tau-
rus development at Barclays.

“Whatever happens, the UK has
to have a book-entry system.”

During toe years that London
has been working on Taurus,
other financial centres have
moved quickly to enhance their

share settlement systems. Frank-
furt now boasts share settlement

in less than toe three-day cycle

that the G30 recommended, and
Paris last year moved to a auto-

mated system.

With computing costs now far

lower than they were five years

ago, there were already voices

yesterday urging a return to the

relatively simple solution of a

central database for the stock

market. Whether City vested

interests can be reconciled to

make a quick and cheap solution

possible this time around
remains to be seen.

Lex, Page 16

Procordia
lifts payout
as profits

rise 31%
By Christopher Brown-Htimes
In Stockholm

PROCORDIA, the Swedish
pharmaceutical and food group,
lifted profits after financial
Items by 31 per cent to
SKr4.86bn (5637m) In 1392, fol-

lowing strong contributions
from its Kabi Pharmacia and
United Brands units.

The group Is increasing Its div-
idend to SKriLM per share from
SKr3.15 after a performance
which saw turnover rise 5 per
cent to SKr49.09bn and earnings
per share increase to SKrl3J50
from 88x12.90.
Procordia said discussions to

buy a significant stake In the
Italian pharmaceuticals group
Erbamont from Montedison were
continuing, and it expected toe
deal to be finalised soon. How-
ever, it did not elaborate on its

statement last month, when it

first disclosed that talks were In

progress.

It Is thought that the group
will take majority control of
Erbamont in a deal which would
create one of Europe’s largest
drug companies. Privatisation of
Procordia, originally planned for

last year, has been delayed pend-
ing finalisation of the deaL
Procordia 's 1962 performance

waB distorted by extensive
restructuring and sale and pur-

chase activity. Income from con-
tinuing operations was
SKr4.36bn. up 6 per cent on 1991.
Kabi Pharmacia, the nnit

which would merge with Erba-
mont, increased 1992 profits to

SKr2,65bn from SKr2JSbn.
Turnover climbed 16 per cent

to SKrl3.36bn, reflecting the
group’s acquisition of Pierrel of

Italy and Fannlberia, although
Kabi’s existing units boosted
sales by 12 per cent
United Brands, Procordia's

tobacco, matches and confection-

ery unit, was the other strong
performer, with an 18 per cent
increase in sales to SKr6.78bn
and a 9 per cent rise in profits to

SKrl.21bn.
The acquisition of Swedish

Match in August accounted for

most of the Increase in turnover.

A disappointment was toe per-

formance of Procordia Invest,

where profits fell to SKr248m
from SKr444m reflecting the
impact of loss-making hotel
activities.

Procordia Biotech, which pro-

duces medical equipment, lifted

profits to SKrlllm from
SKrS6m. Procordia Beverages
raised profits 3 per cent to

SKr359m while Procordia Food
fell 7 per cent to SKr252m.
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Kiockner-Werke offers debt relief
By Arlane Genlllard

in Duisburg

KLOCKNER-WERKE. the
German steel and engineering
group, yesterday revealed the
conditions it is offering credi-
tors under a debt-relief scheme.
Creditors would receive prof-

it-entitlement warrants which
would grant them a third of
the distributable profits of the
company, Including those from
its non-steel divisions.

The company had earlier
said that the “composition"
procedure filed against credi-

tors last December, a legal

move which is one step short

of bankruptcy proceedings,

would not affect Its non-steel

division, which makes plastics

and engineering products.

Under the plan, a third of

profits made by the whole com-
pany would be distributed to

creditors for eight years, Credi-

tors would receive only up to

50 per cent of the debt which
they had agreed to cancel.

However, creditors would be
entitled to only 30 per cent of

the debt they had agreed to

cancel If a capital Increase
occurred over the next eight

years, Mr Hans Christoph von
Rohr, chief executive of Klfick-

or Werfce, said that a capital

increase was "an open possibil-

ity" for 1994, depending on
market conditions.

Creditors would also be enti-

tled to receive 75 per cent of

any extraordinary Income
raised bom the restructuring

of the steel divisions.

Such income could come
from the sale of steel assets.

The company la negotiating
the sale of Its Georgamarten-
hfltte plant, but no details were
revealed yesterday.

Mr von Rohr added that the
debt-relief plan would save the
steel subsidiaries DMi50m a
year in Interest payments. He
added that the scheme called

for the closure of the Bremer
blast furnace In Bremen,
reducing the the company's
steel production by 30 per cent
The debt-relief scheme was

presented to local courts in
Duisburg, where the company
is based,

Mr von Rohr said yesterday
creditors would meet at the
and of May to review the plan.

He added he was confident the

plan would get the required 80
per cent approval from credi-

tors. Talks with Deutsche
Bank, the company's principal

creditor, and WestLB, the state

bank In North Rhine-West-

phaiiq , are continuing.

Vickers annual loss doubles to £25.9m
By Kevin Done,
Motor Industry Correspondent

VICKERS, the UK engineering

group, fell to a pre-tax loss of

£25.9m last year, double the
loss of the previous year, under
the impact of a further steep

fall in sales of Its Rolls-Royce

and Bentley luxury cars.

The company is launching a

une-for-four share Issue to raise

££0.5m to bolster its balance
sheet, which has been weak-
ened by exceptional restructur-

ing charges of £6S.ani in the

last two years.

The dividend for the year
has been cut to 1.5p, from 6p in

1991 and 9.9p in 1990. The share

price rallied yesterday to close

up 6p at I24p. The new shares
will be priced at 95p per share

and the issue will be under-

written by hazard Brothers.

Vickers' pre-tax loss doubled
to £35.9ra last year Cram £12.4ra

a year earlier under the impact
of exceptional charges of
£31.410, including restructuring

costs of £30. lm.
Rolls-Royce Motor Cars, the

group's iossmaldng luxury car
subsidiary, accounted for re-

structuring costs of Eisjfcn fol-

lowing exceptional charges of
£Sl.4m in 1991. Vickers also
suffered restructuring costs of

E4.6m at Can tieri Riva, its Ital-

ian luxury powerboat business.

Group turnover rose to
£7 18.5m, from £65SUm In 1991,

while trading profits fell to
£13,6m, from £20,9m,
The automotive engineering

operations - which include
Rolls-Royce Motor Cars, Cos-
worth engines and Riva -

incurred trading losses of
£15.8m, compared with £173m
in 1991.

Trading profits at the
defence and aerospace compo-
nents division Cell 13.9 per cent

to £13.6m.

Under the impact of the
group's rising debts, net inter-

est costs rose to £7.lm, com-
pared with net Interest Income
of £l,lm in 1991.

Sir Colin Chandler, chief

executive, said the group bad
suffered “exceptionally severe

trading conditions in its major
markets over the last two
years",

Vickers bad net debts of

filQQ.lm at the end of 1992,

compared with cosh, net of bor-

rowings, of £u Jim at the end
of 1990. Shareholders' funds
had contracted to £2Q6.4ro,

from £271.5m, over the same
period,

Vickers' gearing had risen to

early 50 per cent by the end of

1993, but Sir Colin said the
rights Issue would reduce the

gearing to around 15 per cent
Lex, Page 16

Lower dollar and weak markets
take their toll on Hunter Douglas

Hypo-Bank in

one-for-10 issue

BAYERISCHE Hypothekcn-
und Wechsel Bank, the Bavar-
ian bank, is making a one-
for-10 rights Issue to raise

DM678m ($406.6m). The new
shares are being issued at

DM350, compared with a clos-

ing price yesterday of DM451.
The Hypo-Bank said the

decision to go ahead with the
issue had been taken following
a year of strong growth in
both profits and business vol-

ume.
The bank will publish fts

full figures for 1993 in two
weeks. In December it

reported that partial operating
profits - which exclude
income from own-accoont
trading - had climbed by 23.2

per cent to DMl.27bn in the

first 10 months of the year.

By Ronald van de Krol

In Amsterdam

HUNTER Douglas, tho Dutch
window-covering and architec-

tural products manufacturer,
suffered a 53.2 per cent decline
in net profits In 1992, reflecting

continued weakness in Impor-
tant markets, the lower US dol-

lar and a decline in aluminium
prices.

Net profit fell to F] 33,4m
f$i8m) from Fl7l,4m a year
earlier, on sales down 4.7 per
cent at FI 1.68bn. The company
cut its dividend to FI 1.50 from
FI 2.00, saying this reflected

not only the frill in 1992 profit

hut also "the conservative 'out-
look for 1993."

However, Hunter Douglas
described its pay-out ratio as

high when viewed historically,

and said this was due to its

sound balance sheet and confi-

dence about the longer term. It

made no specific forecast for

1993. but said It expected a dif-

ficult and challenging year.

The 1992 figures Include an
extraordinary charge of
FI 13.5m for restructuring in

the Netherlands and south-east

Asia. If the charge Is excluded,

net profit would have fallen by
343 per cent to FI 46.9bn.

Hunter Douglas said that
business in Europe weakened,
especially in the second half,

while economic recovery in the

US and Australia was slower

than expected, restricting con-
sumer spending. Lower alu-

minium prices bad a negative
Impact on aluminium smelting
operations.

• Koninklijke Van Ommeren,
the transport and tank storage
group, said it could invest up
to FI 500m in expansion, but

that better returns on existing

investments were its top prior-

ity, Reuter reports from Rot-
terdam.
"We are examining all activi-

ties critically on the basis of

returns," said Mr Carel van
den Driest, chairman. He
added that the sale of Ceteco.

the trade arm, had given it

scope for "ambitious" expan-
sion in shipping and storage.

Lafarge

Copee holds

profits at

FFrl.23bn
By Alto* Rawsthom In Paris

LAFARGE COPEE, the French
company which Is the world's

largest building materials
group, yesterday announced
that it had maintained net
profits at FFrtJtabn (9217.5m)
last year, but waned that it

faced tough trading conditions
in the current year.

Mr Bertrand Cofiomb, chair-

man, said Lafarge had held
profits in spite of the fragile

state of the construction mar-
ket in parts of Europe and
North America,
The group's 1992 perfor-

mance was rather better than
the stock market had expec-

ted. Analysts had forecast a
slight decline In net profits in

what would have been a repe-

tition of Its 1991 results, when
net profits fell for the first

time In eight years.

Mr CoUomb described the
outlook for 1993 as uncertain,

but hoped that fledgling recov-

ery in the OS would counter
the slowdown in Europe, He
expected problems In France
during the first half, but
hoped the economy
would recover in the second

halt

Lafarge, like other construc-

tion companies, was badly
affected last year by the slug-

gish state of its markets lu

France and Spain. However, It

benefited from an improve-
ment in Its US activities, the

chief unuse of the decline in
profits during 1991.

Turnover fell to FPr3Q.45hn

in 1992 from FFr31.85fan In

1991, and operating profits

slipped to FFr3.14bn from
FFrS.22bn over the same
period. Net debt rose to
FPr9.7bn last year from
FFrtMbn in 1991.

Mr Collomb has already
announced that Lafarge,
which has expanded rapidly

through acquisition in recent
yean, will concentrate on
consolidating Its existing
Interests and on reducing
debt.

The group Is also attempting
to cat costs and Improve pro-

ductivity. It reduced its work-
force by 1,500, or 5 per cent,

last year to the present level of

30,000.

SAS falls into in the red

for third consecutive year
By Christopher Brawn-Humoa
In Stockholm

SCANDINAVIAN Airlines
System (SAS) yesterday
reported a SKr743m (597.4m)

pre-tax loss for 1993, its third

consecutive year in the red,

and said It expected another

difficult year in 1993.

The deficit had been expec-

ted after the airline revealed in

January that Its result would
be hit by a one-off SKrUbn
currency loss as a result of the

devaluation of the krona,
SAS expects "some Improve-

ment" in its pre-tax result this

year, although it foresees "con-

tinued slow market growth
with mounting pressures from

increased competition wid
lower feres". It is currently dis-

cussing extensive strategic col-

laboration with 8XM, Swissair

and Austrian Airlines.

SAS said its operating result

rose SKr213m to SK&sabn as

revenues increased 7 per cent

to SKr34.4bn In spite of diffi-

cult market conditions.

It increased market share In

many leading European coun-

tries, with sales rising

SKr986m to SKr23.7bn. How-
ever, it noted that many of its

important markets, and Swe-

den In particular, were still in

recession and its traffic growth

of 2 per cent was far below the

European average of IS per

cent.

The group suffered from
lower fares, caused by intense

competition and the deregula-

tion of the Swedish domestic

market.
However, falling yields

within SAS. SAS International

Hotels and SAS Leisure were
offset by the group's extensive

rationalisation programme.
The airline plans to cut operat-

ing costs by a further 20 to 26

per cent over the next three

years,

SAS airline saw profits

before extraordinary items fell

to SKrSSra last year from
SKrl.04bn in 1991, but hotel

operations posted much
reduced losses of SKrlSflm,

compared with SKri.02bn,

Lucas moves to find successors

to chairman and chief executive
By Andrew Bolger In London

LUCAS Industries yesterday
moved to address the succes-

sion problem which has made
the UR engineering group one
of the City of London’s prime
targets for takeover specula-
tion.

The car and aerospace com-
ponents group said it would
appoint a new chief executive
as soon as possible and hoped
a new nan-executive chairman
would be nominated to take

over from Sir Anthony GUI, the

62-year-old chairman and chief

executive, by the time of

November's annual general

meeting.

Lucas also announced the

Surveillance
By Ian Rodger

SQCIRTE Generate de

Surveillance, the Swiss inspec-

tion group, has reported a 3-2

per cent rise in consolidated

net income for 1992 to

SFrl9S.6m ($125.4m).

Revenues were up by 105 per
cent to SFr2.47bn.

The Geneva-based group said
that internal growth accounted

for 6.3 per cent of the growth
in sales, new acquisitions 4.3

per cent, and foreign exchange

appointment of three non-exec-

utive directors - Mr Richard

Giordano. 53. former chairman
and chief executive of BQC; Sir

Alistair Morton, 55, chief exec-

utive of Eurotunnel; and Mr
Paul Bosonnet, 50, deputy
chairman of BT.

Mr Giordano will chair the

board's nominations commit-
tee, which is considering a

shortlist for the post of chief

executive. This suggests he is

the leading candidate to take

over from Sir Anthony, who
had agreed in October that be

would stay on for another two
years as chairman.
Lucas said yesterday that the

search for a new chairman and
a efrief executive this year was

designed to reassure the pity,

which was concerned by recent

botched succession plans,

In February last year, Mr
Tony Edwards, head of the

aerospace division, was made
chief executive designate, in

March, Mr David HanWnwn,
then finance director, left with

compensation of £332.000. In

August, Mr Edwards was fold

the board did not consider him
to be suitable for the post as

chief executive, and in October

he moved to rival TI Group,

The group yesterday insisted

that Sir Anthony's departure
was not bring brought forward

because of concerns that he
might clash with a new chief

executive,

up 3,2% to SFrl93m
a negative 0.1 per cent.

Operating Income increased

by 8.9 per cent to SFrSHBm,
The directors are proposing a

7.5 per cent increase in divi-

dends to SFM3 per bearer
share and participation certifi-

cate, and SFrg.60 per registered

share.

• Lindt & SprdngU. the Swiss
confectionery group which was
rocked test year by family and
management struggles, made a
consolidated net profit of
SFr38.2ra last year.

This represents an increase

of 7 per cent from the previous

year.

Sales were up 8.8 per cent to

SFrl.OTbn.

The directors are proposing
an increase in dividends from

SFrl86 per share to SFrl95 and
from SFri8.50 to $Prl$.5Q per

participation certificate.

The parent company's net

profit rose to SFrl5.8m, up
from SFrl4.8m.

Cash-flow advanced to
SFraa^m, up from SFr 70.4m.

@
1992 net profit up 12%

to BEF 10.7 bn

U Depreciation, write-downs and provisions stabilised

0Overheads well under control

1 Total assets up 7% to BEF 3,346 bn.

3 Net dividend up BEF 20 to BEF 320

Consolidated figures - BEF bn 1992 1991 % change

Gross operating profit 95.08 91.48 3.9%

Overheads 61.98 61.38 1.0%

Gross profit 33.10 30.10 10.0%

Depreciation, write-downs and provisions 16.62 16.39 1.4%

Net profit 10.73 9.61 11.7%

Total assets 3,346 3,123 7.1%

Customer’s deposits 2,182 2,038 7.1%

Private sector lending 1,430 1,311 9.1%

Belgian public sector lending 779 731 6.6%

Own funds sensu stricto 80 74 8.2%

Own funds sensu lato 156 133 18.0%

Ratios

ROE 13.27%

ROA 0.33%

Risk Asset Ratio 9.02%

GeneraleBank
Belgium's leading bank

Service
If your business requires efficient support services for its

everyday operations, Frankfurt is a location you should

consider. Embedded in one of Europe's most dynamic

economic regions, the City has an extensive internationally-

oriented service sector and offers an ideal environment for

companies and financial institutions with ambitions in

Germany and other European markets.

Ranging from tax and legal consultants to communi-
cations and software firms, Frankfurt's highly developed

service infrastructure can give your business the edge it

needs to succeed in competitive markets.

Service. Every day.

*****

Frankfurt, the natural * choice

*****
For International Business

and Finance.
WWISOWFTSfdftOtRUNG FRANKFURT GmbH - BUSINESS AND ECOWUJC DEVELOPMENT Cop
GrOnabwgvMti 102. D-tiMO fcsnHufl mu NWr l.Tttaptana ftSI 212-MW8. Tatota Hi Jlt-MEB

^MaBank
Australia and New Zealand
Banking Group Limited

Australian Company Numoer 005 357 522
llncarpannai wu/i limited liability in the State of Victoria, Australia)

U.S. $200,000,000

Floating Rate Notes due 1994

Notice is hereby given chat fbr rhe Interest Period lOrh March, 1993
to 10th June, 1993 the Nates will carry b Rare of Interest

of 3.51563 per cent, per annum with an Amount of Interest of
U.S. $89.84 per U.S. $10,000 Note. The relevant Interest

Payment Dote will be 10th June, 1993.

BankersTrust
Compan y,London Agent Bank

HongkongBank
The Hongkong and Shanghai Banking Corporation Limited

(Incorporated In Hong KonQ with timilad SabOty)

U.S.$400,000,000
PRIMARY CAPITAL UNDATED FLOATING RATE NOTES

(SECOND SERIES)

Notice henfey given that me Plate of Interest has been dead at 5%
and that the Meraet payable on the relevant Interest Payment Dale
June »1. 1963 In respada(SS,000namlnaiafltia Notes wfflba 56308 and
in respect a($l 00flOOnonUnaJol the Notes w* be $1,277.78.

Moreli »», 1983; tendon
By.-mbanh, NX (teauw Services). Agent Bank CtTlBAMOO

U.S. $150,000,000

Bank of Ireland
(EatabBatmdin Inland by Charter ft (783, and having ifttMM UabfBty)

Undated Floating Rate Primary Capital Notes
°«wtianoo trilh tha provisions of the Nates, notbe is hereto

,rrterB91 Pertod March it, 193

3Jfi% per annum. The Interest SaSTXn
ESSSSriT*

1,1 1993 wiBh® *****

By; Tha Chase Manhattan Bank, NLA.
London, Agent Bank

March 11, 1983

U.S. *275,000,000
ofwhich

U.S. $200,000,000 has been Issued as the Initial Tranche

The Bank ofNewYork Company, Inc.
Floating Rale Subordinated Capital Notes due 1997

March II. 1993 London —
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Toys ‘R’ Us
moves ahead
29% to $437m

INTERNATIONAL COMPANIES AND FINANCE

By Mfkki Taft In New Tort

TOYS ‘R’ Us, the US-based
specialty store nhain yesterday
reported a 29 per cent increase
in aftertax profits to $437.5ni
in the 12 months to end-Janu-

,:ary.

..-The group said that it
planned to add another 95 to
100 stores this year, the major-
ity overseas.

Toys ‘R* Ua scored the
- advance on sales of $7.17bn, up
from $6.12bn. while earnings
per share rose from $1.15 to

,$L47.

The company added 43 stores

in the US in 1592, and 41 out-
lets overseas - taking the
total to 540 US-based toy
stores, 167 international outlets

and 215 Kids “R’ Us children's
clothing stores.

The full-year figures came
after a strong fourth quarter,
when after-tax profits
increased from $261.6m to
$339.7m. Sales in the three-
month period were up from
*2L86bn to $3.4bn.

• Revco, the Ohio-based
drugstore operator which
emerged from bankruptcy pro-
tection last year, recorded an
after-tax profit of $4L27m in the
three months to February 6.

Sales were $552.4m, com-
pared with $52JL9m a year ago,
and operating profit increased
from Siam to $24£m.
The company said that same-

store sales in the quarter -
the third of its financial year
- rose by 4.6 per cent
For the nine-month period,

Sevco’s after-tax profits stand
at $2.2m and sales at tuibn.

Tax cuts help boost

Novo Nordisk net
By Hilary Barnes
In Copenhagen

NOVO NORDISK, the pharma-
ceuticals and industrial
enzymes group, reported a
jump of 38 per cent in net prof-

its to DKrL27bn ($l98m) last

year from DKr928m in 1591.

The boost to net earnings
was helped by a reduction in

the Danish corporate profits

tax rate from 38 to 34 per cent,

a factor in reducing Novo Nor-
disk’s tax to DKr401m from
DXi531m in 1991, according to

the preliminary report Earn-
ings per share were up by 26
per cent from DKr27.02. to
DKr34_12.

An unchanged DKr4 per
share (20 per cent) dividend

was proposed. Pre-tax profits

increased by a more moderate
15 per cent to DKrL67bn from
DKrl.48bn. Sales were ahead
by 14 per cent to DKrl0.69bn
from DKr9-36bn in 199L
The group continued to

expand production capacity in

both Denmark and abroad,
mainly In the US, for its major
products, insulin, growth hor-

mone and enzymes, with
investment expenditure rising

by 45 per cent last year to

DKrL95bn.
Trading conditions «nfl bista-

bility in the foreign exchange
and capital markets may maka
it difficult to achieve the

group’s goal of an annual 15

per cent growth in pre-tax

income, the report said.

SA industrial group in

R650m rights issue
By PftUlp Gawfth
in Johannesburg

W&A INVESTMENT
Corporation, the diversified

South African industrial con-

glomerate involved in a
restructuring, is to raise R650m
($204m) in a rights Issue to
recapitalise the group.
Last month, it was

announced that Trencor, the

highly-rated South African
transport and container com-

pany, would support a rights

issue, investing R350m in a
recapitalised W&A, and
thereby obtaining joint control
Trencor will have an effective

26.5 per cent stake in W&A.
W&A also said it suffered

attributable losses of RlLSm in

1992 from profits of R129m tb

year before. Turnover slipped

to R3.19bn from R3_23bn but
adverse trading conditions saw
operating profits fall by 35 per

cent to R217-6m from R3355m.

MasterCard
files suit

against

Amexco
By Alan Friedman
in New York

MASTERCARD, the US credit

card company, has filed a law-
salt in a New York federal
court accusing American
Express of using “false and
misleading" advertising
to promote its American
Express . corporate credit
card.

The MasterCard legal action,

which seeks to block three
American Express advertise-
ments, also seeks financial
damages.
MasterCard alleged in its

court action that American
Express was not telling the
troth in one advertisement in
which ft claimed its corporate
card was superior to other
cards because there were no
late fees or other charges.

American Express, accord-
ing to the suit, does assess
penalties for overdue pay-
ments.
Ms Christine Levite, of

American Express, claimed
there was no merit to the law-
suit.

Mr Parker Bagley, a lawyer
far MasterCard, said the suit

was filed after American
Express declined a request to

withdraw the offending adver-

tisements.

• General Motors, which has .

issued more than 5m Master-
Card-based GM credit cards
rinpp launching the non-bank
card last September, said it

was launching a Visa-based
r,M card In the CnmuHan mar-
ket.

The card will be issued
under an agreement
between General Motors of
Canada and Toronto Dominion
Bank.

Oslo to extend trading hours

By Karen Fossil bn Oslo

THE OSLO bourse, struggling

to recoup trading volume lost

to foreign stock markets, is to

extend its trading session by
one hour to 4pm.
The extension, which takes

effect from May 3, will initially

apply to shares and share
derivatives.

The aim is to strengthen
Oslo's competitive position in

relation to trade in Norwegian

shares, the bourse saRL
In recent years, London has

become the alternative market
fra

1 Norwegian shares. London
member-firms reported
composite trading In
Norwegian shares worth
£4.94bn ($7.08m) for 1992.

compared with NKr63bn
($&88m) in Oslo.

On London’s Seaq exchange,

turnover reached £4.1bn last

year on 22 Norwegian shares,

against NKrSO.lbn in Oslo.

Cascades back
in black with

C$28.2m profit

By Robert Gibbens
in Montreal

CASCADES, one of the world’s

top 10 packaging groups since

acquiring Paperboard Indus-
tries last year, turned in a
profit of C$2&2m (US$22.7m),
or 49 cents a share, in 1992,

against a loss of C$1.56m, or 3

cents, in 1991. Sales were
C$902m, against C$806m.

! Cascades, with plants in
Canada, the US, France, Bel-
gium and Sweden, has restruc-

tured Paperboard into a new
international packaging
group, selling-off a minority
holding to the public.

• Hydro-Quebec, the Quebec
government-owned power util-

ity, reported 1992 profit of

C97Mm (U89583m), down 4.7

per cent from 1991, on reve-

nues of C$6-Mm, up 9 per cent

Correction

Blockbuster

BLOCKBUSTER, the Florida-
j

based video rental company, is

acquiring a 4&2 per cent stake

in Spelling Entertainment
Group. This was incorrectly

reported in Tuesday's edition

of the Financial limes.

Vietnam Fund to raise $20m
By Victor Mallet In Hanoi

VIETNAM Fund, the
Dublin-listed Investment fund,

will seek to raise a further

$20m this year to add to the

$10m it has raised and commit-
ted to projects in Vietnam.
Vietnam is regarded as one

of Asia's most exciting invest-

ment opportunities, but inter-

national fund managers have
found it hard both to raise

money and to find worthwhile
projects; two other funds for

Vietnam have already folded.

Mr Donald Lemon, Vietnam
Fund consultant, said the fund
had so for invested in a com-
pany growing vegetables for

export and was planning to put

money into at least four prop-

erty development projects.

The fond is also considering
investing in packaging and
rubber-wood processing plants.

A further 150 proposals in a
range of -sectors had been
rejected, "he said.

Vietnam Fund will probably

attempt to raise the extra $20m
in two parts, first from institu-

tional investors in Europe and
Australia and later in tins year
from the US; Americans are
banned by Washington from
doing business in Vietnam
under an embargo dating back
to the Vietnam War, but the
Clinton administration is

expected to lift this.

Mr Lemon said the fund
might issue partly-paid units

so it would not have to manage
substantial amounts of cash.

Empire-builder sets up his Wall St dream
Patrick Harverson reports on Sanford Weill’s bid to buy Shearson’s broking business

T HERE was a certain

symmetry to the news
this week that legend-

ary Wall Street dealmaker Mr
Sanford Weill is negotiating to

buy the Shearson stock broker-

age operations from American
Express.

After all, it was the bucca-
neering Mr Wedl who built the
Shearson. empire from, scratch

during the 1570s, and who sold

it to American Express in 1581.

It was also Mr Weill who
resigned as president of Ameri-
can Express in 1585 after two
difficult years as the second-in-

command to chief executive Mr
Jim Robinson. And it was the

same Mr Weill who attempted
to buy back Shearson In 1960.

only to see his plans foil apart

at the eleventh hour.
Now Mr Weill is on the verge

of realising a long-cherished
dream of creating a Wall Street

brokerage powerhouse to chal-

lenge the biggest in the US
securities industry. In rescuing
Shearson from its troubled par-

ent, he is returning to his roots

and pyartiwg- a small measure
of revenge for the frustrating

years he spent at American
Express.

if the negotiations are con-

cluded successfully, Mr Weill

will merge Shearson into the

Smith Barney broking opera-

tion of his diversified financial

services company, Primerica.

The new entity will have more
than 11,000 brokers, almost 500

branches, combined revenues
of over flSbn, and will rival

Merrill Lynch as the country’s

largest securities firm.

The acquisition of Shearson
should cement Mr Wall’s repu-

tation as one of the pre-emi-

nent empire-builders on Wall
Street

The Brooklyn-born Mr Weill,

displayed his ambitions at an
early age. In i960, five years
after starting on Wall Street as
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Sanford Weill- earlier plans to buy back Shearson fell apart

a $65-a-week trading clerk and
at the age of just 27, be set up
his own securities firm with

three friends.

Over the next two decades

Mr Weill’s bumness expanded
rapidly. In 1974, the firm, then
named Hayden Stone, bought
Shearson HammiU, doubling in

size. In 1579, it acquired Loeb
Rhoades, and by the start of
the 1980s the firm, known by
then as Shearson, was the sec-

ond-largest securities broker-

age in the US.
In 1981, Mr Weill believing

broking houses would only
prosper if they were backed by
large amounts of capital sold

Shearson to American Express
for $930m. The sale made him a

fortune, and provided him with

a senior position at the travel
and financial services gian t

Although he became the

group’s president within two
years, the aggressive, entrepre-

neurial Mr Weill never fitted

into the American Express
bureaucratic corporate culture,

and in 1985 he left the com-
pany. After an abortive
attempt to take over Bank-
America, he briefly concen-
trated his energies on fund-

raising (he was the prime force

behind the $80m restoration of

Carnegie Hall in New York).

It did not take long for Mr
Weill to return to the fray. His

next vehicle was the ailing fin-

ancing group Commercial
Credit, which he bought
cheaply from Control Data in

1986. Two years later, be used
it to launch a successful $L5bn
takeover bid for Primerica.
Along with Primerica, Mr Weill
got the retail brokerage house
Smith Barney - he was back
In the business he knew best
Under Mr Weill, Primerica

has thrived- Its earnings have
grown at a compound rate of
between 25 per cent and. 30 per
cent, and the shares have
almost tripled In value. Today,
the company has three main
businesses: the consumer
finance arm Commercial
Credit, the financial services
unit which sells term insur-
ance and mutual funds to mid-
dle-income families

,
and Smith

Barney.
All three divisions are profit-

able, which has much to do
with Mr Weill’s vigorous
approach to managing costs.
Last year, the consumer
finance business brought in
Sl93.5m, the insurance busi-
ness $i87-3m, and the broker-
age $l70m. Primerlca’s total
operating earnings in 1992
were a record $593m_
Mr Weill has been busy in

the past year. Keen to concen-
trate Primerica’s energies on
its three core businesses, he
recently completed the sale of
the group’s interests in the
mail order company Fingerhut
and the credit insurer Voyager.

T hen, last autumn, Pri-

merica paid $772.5m for

a 27 per cent stake in
the lossmaking insurance
group. Travelers, which Mr
Weill is now helping to turn
around. The deal was typical of

Mr Weill - he paid $19 a share
for a big bolding in a company
with a book value of $40 a
share. Since his arrival. Travel-

ers' stock has risen from under
$17 to almost $30.

Now, the proposed Shearson
deal is winning Mr Weil] new

praise. Mr Perrin Long, of First
Michigan, who has followed Mr
Weill's career closely over the
past three decades, says: “I

think it's a good deal for Sandy
- be would acquire for Slbn
something that would have
cost him much more than $ibn
to build from ground zero/
The acquisition would fit the

pattern of most of Mr Weill's
previous deals. As Mr Long
explains: “Generally, he has
gone after companies that are
basically over the hill . . .

This is the Sandy way of doing
things. He will take the best of
Smith Barney and the best of

Shearson and put the two
together. Anything that is not
the best gets left at the kerb."
Although Shearson has its

problems (in particular, its

costs have been rising foster
than earnings), Mr Weill is

likely to leave the most trou-
bled parts of the business -

the struggling Tubman invest-

ment hanking division, the
bad property investments
and the legal liabilities -
with American Express.

Analysts believe the remain-
der should fit nicely with
Smith Barney, once the costs
of the newly-combined busi-
ness have been scaled back.
There is plenty of room for

savings, says Mr Long: “There
is a considerable amount of fot

in the top layers of Shearson,
and there are a number of
departments where trimming
could take place, particularly
in the back office."

If all goes well Mr Weill has
once again pulled off a smart
deal. As Mr John Keefe, an
independent analyst with
Keefe Worldwide, says: “I

think Shearson is a great oper-

ation. It has a good customer
base, a productive broker force,

and good products they sell to

people. It just needs a little

extra management."

And you thought we only served Japanese,

inc

Standard Chartered

: Standard Chartered PLC

US$4do,000«000 Undated Primary
Capital Floating Rate Notes

in accordance with the provisions of the

Notes,
|
notice is hereby given that for the

Interest peterrnjnatipn period from 11th March

1993 to 13th April. 1993 the Notes will carry

interest at the rate of 3.5 per cent per annum.

Interest accrued to : 13th April 1993 and

payable on 12th:July 1993 will amount to

US$32.08 per US$10,000 Note and

US$320.83 per US$100,000 Note.

Chartered WestLB Limited

AgentBank

COST EFFECTIVE

IT CONSULTANCY
to

FINANCIAL DIRECTORS

vaiUbl* from
Bbb

COMPUTER SERVICES LTD
TeL: 881 547 0877

Internationale

Nederlanden Bank N.V

US$200,000,000
Subordinated collared

floating rate notes 2002

For the interestperiod II March
1993 to 13September 1993

the notes wilt carryan Interest .

Rate of5,125% perannum.
Interestpayable an 13 Septem-

ber 1993 willamount to

US$264.79perUSS10.m note

and US$6,619.79per
US$250,000 note.

JPMorgan

You need a global menu of financial services. Expertise in combining sound advice with

the most advanced financial engineering. And someone who understands the services you require.

^NO/XVURA
THE NOMURA SECURITIES CO„ LTD.
1-9-1, Nihonbashi, Chuo-ku, Tokyo

RC/85/92-09
Nomura IntMnmtoMf pic.nn«4w Uw & Fufc« Autfcertymdaw Unman Sw* E*»wn0»-
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Demand for shareholder equality at Siemens
The voting strength of preference shares comes under challenge today, writes David Waller

T ODAY, a professor of
business studies from
the university of Wurz-

burg in northern Bavaria takes
on the full might of Siemens,
the Munich-based electronics
and electricals giant.

Prof Ekkehard Wenger, who
will be attending the compa-
ny's annual meeting today
along with scores of his stu-

dents and several thousand
other shareholders, will be
challenging the Siemens colos-

sus on a highly sensitive issue.

He has proposed a series of

motions calling for the aboli-

tion of the special voting rights

attached to Siemens' prefer-

ence shares. These shares are
entirely owned by the von Sie-

mens family, descendants of

Werner von Siemens, who
founded the company in 1847.

The challenge will highlight

the family's involvement in

one of Europe's largest compa-
nies - turnover was nearly
DM79bn ($47.4bn) in the year to

September 1992 - and focus on
the management's attitude to

shareholder voting restrictions.

It is part of Prof Wenger’s
long campaign for sharehold-

ers' rights and for an end to

voting restrictions in many
leading German companies.
He has turned Germany's

usually staid annual meetings
into battle-grounds, using
tough rhetoric and legal man-
oeuvring in a colourful cam-
paign against Germany's top
managers and the kind of capi-

talism practised by Germany's
big corporations.

Prof Wenger, 40, travels to
annual meetings with squads
of his students, who are
encouraged to take to the
podium and pose difficult ques-

tions to management. He
stalks around - as one
observer puts it "like a lion in

a cage" - taking delight in

prolonging the meetings, fos-

tering the image of the slightly

mad professor.

But. for all the appearance of

Prof Ekkehard Wenger: campaigning against a style of corporate capitalism in Germany

farce, his message is serious.

He argues that German manag-
ers are part of a “self-perpetu-

ating clique” screened off from
stock market pressures by a
network of cross-holdings and
takeover prevention devices
which encourage complacency
and poor business decisions.

In attacking Siemens, Prof
Wenger draws parallels with
the case of RWE, the Ruhr-
based industrial group where
independent shareholders
recently tried - unsuccess-
fully - to remove a sharehold-

ing structure giving local
authorities about 60 of the
votes although they only own
30 per cent of the shares.

Calpers. the big US pension

fund, said RWE was being
unrealistic in expecting access
to international capital mar-
kets while maintaining such
structures.

Wenger argues that an ana-
chronistic share structure at

Siemens shields management

from stock market pressure. It

also disadvantages ordinary
shareholders, of whom there
are 583,000. including a high
proportion of foreign or foreign

institutional shareholders with
about 43 per cent of the shares.

S
ome 923.634 Siemens pref-

erence shares, issued to

the family during the sec-

ond world war, are not listed

on any stock exchange. They
account for 1.65 per cent of
share capital, but can exercise

9.15 per cent of the vote-

This, Prof Wenger argues,
gives the family a decisive
influence on key company deci-

sions and helps management
protect itself against takeover.

If only 50 per cent of sharehold-

ers vote at an annual meeting,
the family's preference shares

enable it to exercise 20 per cent

of the vote - before the fami-

ly’s unquantified, but probably
extensive, holdings of ordinary

shares are accounted for.

This announcement appears as a matter of record only.

January 1993

3,000,000 Shares

Dial REIT, Inc

Common Stock

Price $9.50 Per Share

The undersigned acted as agent in the placement

of these securities.

NatWest Markets

NatWest Markets

This announcement is neither an offer to sell nor a. sohcitatioii of' offers to buy

any of these securities. The offering is made only by the Prospectus.

February 1993

4,312,500 Shares

Thermo Power
Corporation
(currently Tecogen Inc.)

Common Stock

Price $9.00 Per Share

Copies tf the l*rospcctus may be obtained in any State onlyfrom such of the

undersigned as may lawfully offer diese securities in such State.

NatWest Securities limited Cazenove Inc.

Adams, Harkness & Hill Inc. Cowen & Company Credit Lyonnais Securities (USA), Inc

Darwa Securities America Inc Dresdner Bank AtaiengeseDschaft First Albany Corporation

Lombard Odier International Underwriters SA. Nomura Securities International, Inc

Raymond James & Associates, Inc. Shearson Lehman Brothers Inc UBS Securities Inc

NatWest Markets

Prof Wenger claims the
structure is barely-disguised
discrimination against foreign

investors, which “severely lim-

its the influence of perfor-

mance-conscious shareholders’

over management”. It also

ensures that management is

sheltered from the need to

manage the business primarily

in the interest of shareholders.

This, he argues, leads to a
gap between the share price

and the real net worth of the

company. He maintains the
true worth of the company is

about DM870 per share, com-
pared with a share price which
fluctuated between DM650 and
DM700 last year.

Siemens, which has had to

go to the trouble and expense
of sending a copy of Wenger's
proposals to all its sharehold-

ers. says it will not comment
in detail on his criticisms until

today's meeting.

In general terms. Siemens
says the special voting rights

attached to the preference
shares have never been used. It

adds that restricted voting
structures are found in coun-
tries other than in Germany
and that Siamans1 image with
international investors has not
suffered because of the prefer-

ence shares.

Yet, on the same day that
Wenger will be attacking the
family connection, the compa-
ny's management will be seek-

ing shareholder approval for

Mr Peter von Siemens’ eleva-

tion from the management
board to the supervisory board
. hardly a public relations tri-

umph for Siemens. A direct
descendant of the founder, he
is grandson of the Mr Erast
von Siemens, who ran the com-
pany from 1939 to 1966.

By exposing the links to the
past. Prof Wenger is likely to

attract support for his view
that the Siemens voting struc-

ture is out of date.

It will also highHght the atti-

tude of the Siemens' manage-
ment board to “shareholder
value”. In contrast to the board
of RWE - which was not
averse to getting rid of the vot-

ing restrictions - the Siemens
management firmly defends
the status quo.

“It is not good for the image
of Germany that a large inter-

national company, such as Sie-

mens, should seek to preserve

a shareholder structure which
is a barely-disguised takeover
defence mechanism,” says one
Frankfurt financier.

Whether Prof Wenger wins
the vote depends on how inde-

pendent shareholders vote -

and the big banks which exer-

cise votes on behalf of share-

holders. Deutsche Rank, the

biggest German bank, will side

with management and against

Wenger. Perhaps this. too. fol-

lows from family loyalty - the

bank was itself founded by a
member of the von Siemens
family 123 years ago.

Sabic falls 14% on softer

petrochemicals prices
By Mark Nicholson In Cairo

SAUDI Basic Industries
Corporation (Sabic). the Saudi
Arabian industrial conglomer-
ate responsible for the king-
dom's petrochemicals industry,

has reported a 14 per cent fall

in net profits to SRl.96bn
($523.7m) for 1992. from
SR2.3bn the year before. It

ascribes the drop to softer

petrochemicals prices.

Mr Abdulaziz al-Zamil, Sabic

chairman and the kingdom's
industry ministerssaid produc-

tion from the 18 plants in
which Sabic holds a stake had
risen by 19 per cent to 15.7m

tonnes, with sales up by 23.9

per cent to 12.5m tonnes.
Overall sales revenue rose to

SR13bn from SR9bn-
Sabic, which is 70 per cent

owned by the government, is

undertaking a S6bn expansion
programme aimed at raising
output of MTBE, ethylene,

polyethylene, ammonia, urea
and other petrochemical prod-

ucts to 17m tonnes, rising to

20m tonnes later this decade.

Liberty Life

per-share

earnings

rise 22%
By PhHIp Gawidth

in Johannesburg

LIBERTY LIFE, Sooth Africa's

largest listed life insurance
company, reported a 22 per
cent rise in per-share earnings
to 155 emits for 1992, from 127
emits the year before.
Liberty - which has close

ties with TransAfclantic, the
UK listed financial services
group, and UAP, the leading
French insurer - increased
total Income before tax by 23
per emit to R4A5bn ($15bn)
from B3.94bXL.

This consisted of a 31 per
cent increase in net premium
income and annuity consider-
ations to R2.98bn from
B2.27bn, and a IS per cent
increase in Investment income
to Rl-88bn from Rl-66bn.
New annualised recurring

premiums, a key benchmark of
growth in the industry, rose
by 22 per cent to R577m from
R474m, against the back-
ground of a shrinking South
African economy. Total new
business was 36 per cent up at
Rl.7bn against Rl.Z5bn. The
dividend, declared last month,
rose to 132 cents per share
from 108 cents.

Mr Donald Gordon, chair-
man, said he was confident the
group would maintain 20 per
cent growth in earnings dur-
ing 1993. Shareholders' capital

at the year end amounted to

R8.5bn against R&.lbn a year
earlier and total assets came
to R35.7bn compared with
R34.5bn.
Mr Gordon said the group

had three main ahns for the
next three to five years.

They were: increasing its

exposure to the UK insurance

sector through TransAtlantic;
consolidating UK property
interests held via Capital and
Counties, a TraitsAtlantic sub-

sidiary, probably involving

“another major acquisition”;

and a “significant” acquisition

of a North American life

insurer.'

Tata chairman may
end board battle by

moving to steel rival

By Stefan Wagstyl In Bombay

MR RUSS1 Mody. the

75-year-old chairman of Tata

Steel India’s largest company,

is considering resigning In a

move which would end a bitter

boardroom battle.

Mr Mody said yesterday that

he was considering moving
to a rival steel concern.

He is advising Mukand, a

much smaller steelmaker,

which is bidding for a contract

to takp over Indian Iron and

Steel, a lossmaking
state-owned enterprise which
tiie government wants to sell

off.

Mr Mody said that, if the bid

succeeded and the terms
were right, he would join

Mukand.
Indian business circles have

been rife with rumours about

Mr Mody's possible departure

since the middle of last year,

when he lost a struggle

to remain in executive
charge oF the company,
which is the flagship of Tata,

India's leading business
empire.
Mr Mody was then forced

into the position of
non-executive chairman by Mr
J .R .D. Tata, the group’s
88-year-old patriarch, and his

cousin, Mr Ratan Tata, Mr
J. R. D. Tata's 53-year-old

anointed successor.

However, with Mr Mody and
Mr J. J. Irani, his successor as

managing director, barely on
speaking terms, the
atmosphere at Tata Steel has

remained tense.

Executives have divided
loyalties. A senior executive

said: “It's difficult to work
until this situation is

resolved.”

Australian tobacco

group ahead 249%

Kepco up 6.2%
on higher sales

By John Burton In Seoul

KOREA Electric Power (Kep-
co), the largest capitalised

company on the Seoul bourse,

reported a profits rise of 6.2

per cent to Won736.6bn
($930m) in 1992.

Sales rose by 17.4 per cent to

Won6,695bn. Earnings were
lower than had been expected
by analysts.

By Kevin Brown in Sydney

W.D. & H.O. Wills Holdings, the

Australian tobacco group 67

per cent owned by BAT, said

net profits after abnormal
items rose 249 per cent to

A$32m (US$22m) in 1992.

Sales rose 12.7 per cent to

A$834m, resulting in a 15 per

cent increase in the group's
share of the Australian mar-
ket, which is slowly shrinking.

The result was struck after

an abnormal loss of A$l0.3m,

reflecting restructuring costs,

and a write-down of property

assets to recoverable values.

The directors declared a ful-

ly-franked Anal dividend of 9
cents a share, compared with 3

cents a year earlier, making a
full-year dividend of 12 cents. -

• Sagasco, the Australian

energy group, yesterday said

net profits increased by 8 per

cent to a record A$52.5m in

1992, on turnover up 6.7 per

cent to A$380.6m.
Sagasco declared a final divi-

dend of 8 cents, making a total

of 14.5 cents fully franked, up
from 13 cents.

• AWA. the Australian elec-

tronics group, yesterday
blamed a downturn in defence

sales for an interim net loss of

A$4.9m in the first half to the

end of December. The group

made an interim net profit of

A$3.8m in the comparable
period of the previous year.

Ashton Mining advances
strongly to A$35.38m
ASHTON Mining. the
Australian diamond and gold

producer 46 per cent owned by
Malaysia Mining Corp, has
posted record net profits of
A$35.38m (USS25)for 1992. up
from A$21.04m a year earlier.

Renter reports from Mel-
bourne.

Earnings per share rose to

12.65 cents from 750 cents and
the final dividend is set at 4

cents a share, making 8 cents

for the year, up from 7 cents.

Sales advanced to A|287.10
from A$250.63m.

Mr John Robinson, chief

executive, said the diamond
business was attracting wide
interest, primarily because of a
large discovery in the North-

west Territories of Canada last

year by its joint venture with

Broken Hill Proprietary.

Diamonds accounted for 71

per cent of Ashton's 1992 sales

compared with 100 per cent in

1987 when the group was
starting to diversify into gold.

Mr Robinson said 1993 profits

would depend on the level of

diamond sales to the Central

Selling Organisation, the De
Beers-controlled company.
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Nones of Purchase

EUROPEAN COAL
ANDSTEEL
COMMUNITY

601130,000,000

7H% 86/96

Notice is hereby given that pursuant
to paragraph 3) Redemption of the
Terms and Conditions of the bonds,
ECU 6,000,000have been purchased
in the open market by the Issuer and
will be redeemed on the interest

payment data 10!h April. 1993.

As of 10th April, 1993 the principal

amount of the Bonds remaining in

circulation will be ECU 18.000.000.
The fiscal Agent

Banque Natfonale de Paris

(Luxembourg) SA

FIDELITY FUNDS
Society d’lnvesiissement h Capital triable

KansaUis House. Place de I'Etoile

L-1021 Luxembourg
R.C. No &34036

Fidelity Funds has declared a dividend in respect of shares

of Fidelity Funds - Sterling Bond Fund in issue at die close of
business on 29th January 1993, of £ 00046 pounds sterling

(046 pence) per share. In the case ofregistered shares, dividends

will be paid or reinvested in additional shares of Sterling Bond
Fund, as appropriate, on 15 th March 1993 : dividend cheques not
cashed within 5 years will lapse and the dividend will revert to

Fidelity Funds.

In the case ofbearer shares, dividends will be paid to holders

of bearer shares in sterling (or by arrangement with the Raying
Agent and at the cost of the shareholder, in any other currency

)

against tender of the relevant coupon (coupon no 9 ) to:

BANKERS TRUST LUXEMBOURG SA
P.O. BOX 807
14 BOULEVARD F.D. ROOSEVELT
LUXEMBOURG
( LUXEMBOURG RAYING AGENT)

Cheuvreux de Virieu SA
46 rue de Courcelles

75008 Paris, France.

Bank of Ireland

Lower Baggot Street

Dublin 2.

Republic of Ireland.

AMRO Bank
Herengracbt 595
Amsterdam
The Netherlands.

Notice ro the holders of Bearer Warrants
io subscribe for Shares ofCommon Stock of

NIPPON MEAT PACKERS, INC.
(the "Company")

issued in conjunction with
If.S.$200,000,000

3 J
/i per cent. Notes 1993

Notice is hereby given that the Board ot Director, of the Company resolved
on 26di February. 1993 rhai it will make a stock split at a rate of U Shares io
each Share appearing on its register of shareholders as at 3 1st March. 1993
(record date).

As a result of die stock split sraied above, ihe Subscription Price or the
captioned Warrants will be adjusted pursuant to Condition 7 ordie Terms and
Conditions of the Warrants as follows:

1 ) Subscription Price before adjustment:

2) Subscription Price after adjustment:

3) Effective date:

Dated: 1 Ith March. 1993

Yen 2-2SS.6D

Yen 2,0*050

1st April. 1993
(Japan Time)

Nippon Meat Packets, Inc.

By: Sakura Trust International Limited

las Principal Paying Agent)

NOTICETO THE HOLDERS OF OUTSTANDING
FK 495^00.0005% KQUITY NOTES DUE 2003

OF WESSAINT IJVURENT SJL
PRINCIPAL PAYABI>: IN ORDINARY.SNAKES OF

YVES SAINT LAURENT CROUPE

This notice it published in connection with proposals to be made by Yves Saint
Laurent 5-A. (the “Issuer") and Yves Saint Laurent Groupc ("YSL") to amend
the toms of die above notes (the “Notes") in the context of the proposed merger

(fusion) or YSL with Elf Sanofi which will take place following approval by the

shareholders of each company given in general meetings to be held at the Mlf*et

by the end of June 1993. A further notice W holders of oulsuivling Notes (the

"Noteholders") is proposal to be published on or about 7 April 1993 in onto to

convene a meeting of Noteholders « which Extraordinary Resolutions will be
proposed to sanction the proposals.

Notice is hereby given pursuant Vo Condition 5(c) of the terms and conditions of
the Notes (the "Conditions") that tin adjustment of the Share Payment Rate (as
denned in Condition 4f*) and being at presets the rate oT 1.428 shares in YSL
(’YSL Shares"} for each l-T 1,000 principal amount of Notes) will be required as
a consequence of the merger pursuant to Condition 6(v) of the Conditions and
thus that the Issuer hereby atspends the right of Noteholders to payment of Notes
by means or delivery of YSL Shares fur the period from (and including) 1

1

March 1993 u> (but excluding) the earlier of 1 1 June 1993 and the dale nn which
the merger becomes effective (the "Suspension Period"). Consequently,
Noteholders will not be entitled during the Suspension Period to exercise their
option under Condition 4(b) of the Conditions for repayment of Notes by means
of delivery of YSL Shares.

In accordance with the provisions of the trust deed dated 20 November [987 (as
amended) between the Issuer and The I -aw Debenture Trust Corporation p.lx.
(the Trustee") constituting the Notes, the form or this notice has been approved
by the Trustee.

v « II March 1993
Vvta Saint IjtlanecT SA.

Yvw Sakt Lauucvt Gtoxm

ThoWr to i utojoaporaicd uittea Kfentii taw tS-Scfacmbcr 1961,c*iariii^
ardcaa extended, ca 1 5 September 3060.

Kr*Ltocro4 Office S avenac Mwma, 751 lb Pari*SW OpixJ- FRW9.442.700

RCS number; Pirto B 322 579 J0I.

VB. a a socitU «. omrnmuuBlm por oetum, irtaponled mder IwwJ, U» on 23 July IM2 - .roaUimmmpm, expiring oiks' memfed. on 23 ] B|y 3WI.
Kogtond Odra S xacM Moicao, 731 16pjra
Stun Capital: hVSOOJRJSAOO

RCS cumber; Putt H 324 9190S9

p»t^.li»w«chltie bma3 «ri^.jrere^0,i(o. I» been b* «u -

Carrefour<§>
CARREFOUR 1992 RESULTS

CARREFOURGROUP

(In FF millions)

Sales, net of taxes

Net income. Group share

Net earning» per share (FF)

1992

117,139

1,335

104,17

1991

100,377

1,207

94.31

* change
1992/1991

16.7

10.6

10.5

~ ™7~ * 1»2. creHtored*

ZZL'OTlfZr??* ta "* FF W7 of

*oal»10 by FF 291 oiDHco.
“ ewrordloaiy muorttzatlou ot Enmmani*

CARREFOUR
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INTERNATIONAL CAPITAL MARKETS

Abbey National sets £650m record NEW INTERNATIONAL BOND ISSUES
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By Antonia Sharpe .

ABBEY . National, the UK
banting group, raised £650m
worth of 10-year Eurobonds
yesterday, setting a new record
for a.single Eurosteriing trans-

action in the international

bond market

.
-The previous record holder
was the Kingdom of Sweden
which raised £600m in a five-

year issue last November. The
issue was Increased by £200m
in early January.

: Abbey National Is the latest

UK: borrower to lock into the
country’s lowest interest rates
since the 1970a. Last week,
British Gas raised £400m in the
international bond market at

an average fixed interest rate

of just under 8 per cent and an
average maturity of 8K years.
Demand for longer-dated

sterling paper enabled Abbey
National to raise the size of its

issue from an original £500m.
The bonds, which cany a cou-
pon of 8 per cent, were priced
to yield 8.16 per cent or 50
basis points over the 8 per cent

UK gilt due 2003.

Treuhand in

first five-year

bond issues

By Judy Dempsey In Berlin

THE TREUHAND, Germany's
;

agency responsible for the pri-

vatisation of the eastern econ-

omy, is to issue five-year bonds i

for the first time. The Treu-
hand has. already been a regu-

lar borrower in the 10-year and
comnierdal paper.sectors. -

. The .five-year, bonds will be
deliverable into the Bobl con-

tracts on medium-term Ger-

man paper traded on both the

DTB options and futures
exchange and on London's
T-rffp- They may be used as col-

lateral for Lombard borrow-
ings, the Bundesbank said

Officials from Deutsche Bank
yesterday described the issue

as “attractive,” ami likely to

interest foreign investors. The
Treuhand declined to say how
much it intended to raise
through this issue. It said there

would be several issues a
year*

.Both revenue and expendi-

ture fell short of their targets

in 1992, according to the Treu-

hand annual report, issued ear-

lier this month.

There was a view in the mar-
ket that the bonds were gener-
ously priced and that Abbey
National could have sold the
bonds with a yield spread in
the mid-4Ga. However, an offi-

cial at S. G. Warburg, which
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arranged the deal with Gold-
man Sachs, said that the
spread took Into consideration

the sheer size of the
issue.

When the bonds were freed
to trade, the spread tightened
to 48 basis points in mid-after-

noon, but this reflected a
slightly weaker gilt price.

Mr Jonathan Nicholls, direc-
tor of corporate finance and
capital markets at Abbey
National, said that he did not
intend to swap the proceeds
from yesterday's issue since he
was happy with the fixed rate

on the bonds.
Yesterday's issue, which

brings Abbey National's bor-

rowings in the international

bond market since the start of

the year to just over film, con-

siderably lengthened the
bank's debt maturity profile.

At the end of 1992, only £366m
out of its bonds and notes

totalling £7.15bn were
repayable in more than five

years.

The proceeds of the issue
will be used for the bank’s gen-

eral funding purposes. Some
analysts said that its 10-year

maturity gave the bank leeway
to supply mortgages at a time
when retail deposits were fall-

ing as a result of the drop in

interest rates.

Mr Nicholls said Abbey’s

-

decision to raise such a large

stun in one go reflected an
awareness among borrowers
that investors increasingly pre-

fer bonds which are highly liq-

uid. “It does appear that inves-

tors like large issues," he said.

Size was also a feature
in the D-Mark sector as the

European Investment Bank
doubled the amount of its sev-

en-year Eurobonds, launched
on Tuesday, to- DMlbn. The
terms remained the same.

An official at the lead man-
ager WestLB said that the

issuer had been encouraged by
the demand shown from the

Far East overnight The yield

spread on the bonds was
unchanged yesterday, at eight

basis points over comparable

German government bonds.
The Eurodollar sector

attracted more borrowers, as

LKB Baden Wfirttemberg
Finance raised SSOOm through
a five-year issue priced

to yield 18 basis points over

comparable US Treasuries.
When the bonds were freed to

trade, the spread was
YfflT-hBTlgefl.

An official at the man-
ager CSFB said that LKB’s new
issue offered slight pick-up

over LKB's five-year Euro-
dollar bonds launched last

December.
The European Coal and Steel

Community also
.
tapped

the Eurodollar sector for
SlOOm. An official at the lead

manager Salomon Brothers
said that it would take some
time to fully place the issue

due to its limited liquidity and

Bomnm- Amount m. Coupon % Priea Maturity Few Book rumwr
US DOLLARS
LKB Baden Wurfborg Finance SCO 6475 101.275 Mor.1SS8 1.875/1.725 CSFB
JP Morgan & Co.(all 200 (a! 100 Apr.2005 0.5/025 Kidder. Peabody IntL

JP Morgan & Go.(a£ 100 (a) 100.15 Apr.2005 0.5/025 Kidder, Peabody Ind.

CredltaretaH-Bartkvereintb)} 200 lb) 100 Apr-2003 0.S/D.28 CredHanst&rt-Bankvareln
Z-Landertunk Bank Austrta(b)t 150 (b) 100 Apr.2003 06/0.25 Kidder. Peabody Ind.

Banco Real# 100 10 99JO Sep. 1995 1.12510.75 ABN Amro Bank •

Banco National#
.

100 . 10 99.136 Sep. 1965 1.23/0625 citibank International

Euro.Coal & Steel Community 100 847S 96.006 Mar2008 0.4/02- Salomon. Brother* Inti.

Toyota Motor CrdLCorp.fc## 100 (c) 99-875 0*2000 0.45/03 Lehman Brothers ind... •

Eagle Wi* 784 . (d) 100 Mar.i99B 1/0875 Dalga Europe

TEN
Bank of Tokyo Cayman Rn.(e)§ SObn (e) 100 () 2.5/1-5 Moreen Stanley Iml.
Toyo Ink Manufacturing Co. I5bn 5.06 101.425 Jun200Q 1475/1,725 Nomura International

;

D-MARKS
~

:

European Investment Bankff) 500 6.25 100.75 AprZOOO 1.75/1.125 Westdeutsche Landesbank
State of Hesse 200 0.76 101 Apr.2023 25/2 Morgan Stanley
LB ScMeswty-Hoistrtnlgyt 100 lO) 102.125 Mar.2003 24/2.175 Morgan Stanley
Okumoto Flour MIHlng(hft* 14 (h) 100 Mar.lBBB Fuji Bank fPautgchland)

STERLING
Abbey NaLTreasury Services 650 8 9696 Apr.2003 0.35/0.2 Goldman Sachs/ SG War-

burg

CANADIAN DOLLARS
Sample Nationals de Paris 150 7.75 90215 Apr20Q3 2/1.375 8NP/ BZW
CCJOjl) 100 7.625 1004 0*1986 1475/1,5 Hambroa Bank

PESETAS
National Financiered) IQbn 134 1PI .225 Apr.1998 1.625/1 Banco Central Hiapano

Final terms and non-cailable unless stated. Private placement ^Convertible. IFlooting rate note. #8eml-annual coupon, a)
Coupon pays 6-month Libor- 0.15%; minimum 6%, maximum 896. Increased from 5200m to S300m. b) Coupon pays 5-monte
Libor - a125%, minimum 5%, maximum Bj2S%. c) Coupon pays (05 x tee 10 year CMT) + 1.45%;- minimum 6.1%,
maximum 28%. d) Secured on portfolio ol mortgages. Coupon pays B-montt Libor + 05%. o) Undated subordinated issue.

Exchangeable Into Bank ol Tokyo snares from 30/4/93-24/3/03. Final terms Axed by IB/3/93: Initial cobpon Indicated at

4.254.375% and share premium expected to be 11-14%. Alter 10 years coupon pays 6-monte Libor + 15%. Callable from
31/3/98-31/3/03 at par. 1} Issue launched on Monday was doubled to DMlbn. g) Coupon pays 7.79%- fixed annual lor tea first

2 years and 1225% - 6-monte Libor thereafter! hj Coupon pays 6-mactih Ubor + 0.35%. f) Borrowers full name: La Calsse
Centrals dea Jardms du Quebec, j) Matador bond.

9826 Apr2003

99215 Ap1*2003
1002 Oct. 1906

2/1.375
1575/15
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CSFB
Kidder. Peabody IrtiL

Kidder, Peabody inti.

Credltanstart-Bankverein
Kidder, Peabody Inti.

ABN Amro Bank -

CWbank International

Salomon. Brothers Inti.

Lehman Brothers inti...

.

Dales Europe

Morgan Stanley Inti.

Morgan Stanley
Morgan Stanley
Fuji Bank (Deutschland)

Goldman Sachs/ SG War-
burg

BNP/ BZW
Hambroa Bank.

Banco Central Hiapano

its unusual maturity of IS
years.

• Moody’s, the US credit rat-

ing agency, has assigned an
investment grade rating of

Baa3 to the Czech National

Bank’s SSOOm three-year Euro-
bond issue, which was
launched last week.

Strong gains in European notes as interest rates ease
By Tracy Corrigan bi London
and Patrick Harverson
in Near York

EUROPEAN bond prices
rallied yesterday, buoyed by
the Bundesbank’s cut in the

variable-rate repo to 8Vi per
cent, and the easing of interest

GOVERNMENT
BONDS
rates in the Netherlands, Bel-

gium and Denmark.
German, Dutch and RAiginn

bonds all raided substantially
htghftf on the day as dealers

returned to speculation about
the chances of a two-speed

Europe, but other markets also

benefited from the rate easing.

The Bundesbank had
announced a cut in its fixed-

rate repo to 8% per cent on
Friday, but dealers were
waiting for confirmation yes-

terday that the new variable-

rate repo would be set in line

with the. fixed-rate repo.

The move fuelled expecta-

tions that a key interest

rate reduction will emerge
from the next Bundesbank
council meeting, on March 18.

Bund prices rose half a point,

after hopes of further easing
were sparked by rate cuts in

the Netherlands and Belgium.

THE DUTCH and the Belgian

authorities acted in tandem to

reduce rates, following the

Bundesbank move, sparking
price gains in both bond mar-
kets. Discount rates in both

countries were reduced- by by
% point to 7 Vi per cent
The Belgian National Bank

said the move took into
account the recent easing of

German rates and had been
facilitated by the strength of

the Belgian franc.

Dutch 10-year bond prices

rallied % point while 30-year

bond prices rose more than a
point and 10-year Dutch bond
yields ended three basis points

below comparable bund yields.

Prices in 10-year Belgian
bonds rallied by around %
point following the rate moves.

THE DANISH bond market
rallied strongly yesterday,

adding to larger gains made on
Tuesday, when, the market
soared ahead. The authorities

cut interest rates by -half a
point yesterday, sparking a
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rally in the bond market of

more than half a point.

FRENCH government bonds
recovered after a weak start to

end half a point higher. How-
ever, the tone of the market
remains rather nervous in the

run up to the National Assem-
bly elections later this month.
There is still concern that eas-

ing by the Bundesbank will be

too cautious to avert a slump
in the French economy, partly

as a result of high interest

rates to protect the currency.

THE GILTS market ended '/«

point higher yesterday, boosted

by news that the latest £300m
gilt tap had been absorbed by
the market Dealers are now

Rod
Coupon Data grig Chonga

GavtSocsJUI) 97.88 9756 9854 97.71 97.12 8857 96JH 85.11

Rati Ural 113.76 11171 11383 11114 11102 10119 11383 97.15

Basis 100: Oorantmani SocurtUae 15/10/28; Rxm Murrei 1928.

* lor 1992193. Gowomarl SocuriBaa high Slnca compilation; 127.40 (8/1/39), law 48.(3 (3/1/751

Fixed Interest high since compilation; 11333 (B/3/93K low 5083 (3/1/75)

GILT EDGED ACTIVITY
tnrikn' War 9 Mar 8 Mir 5 Ite 4 Mar 3

focusing on next week's Bud-

get with widespread specula-

tion that this will include a
move to deal with the govern-

ment's mounting public sector

borrowing requirement

ITALIAN bond prices recov-

ered somewhat yesterday, after

prime minister Giuliano Amato
won a key vote of confidence

in the Senate. Prices ended
about % point higher

US Treasury prices settled

into a narrow trading range
yesterday morning after post-

ing early gains

By midday, the benchmark
30-year government bond was
up 'A at 1Q5A. yielding 6.727 per

cent At the short end, the two-
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year note was up A at 9%, to

yield 3£78 per cent
In the middle of the maturity

range, however, prices
were slightly weaker amid
reports of selling by the Ger-

man central hank- The seven-

year note was down A at 104&
yielding 5.585 per cent
Prices at the short and long

end of the market opened

firmer, aided by continued
defeasance buying by munici-
pal funds, and some short cov-

ering by dealers. Otherwise,
business was relatively quiet
with many market participants

choosing to stay on the side-

lines until the afternoon, when
President Bill Clinton was due
to unveil his package of mea-
sures to ease the credit crunch.

Tokyo poised

to deregulate

brokerage

commissions
By Emiko Terazono In Tokyo

JAPAN’S ministry of finance is

likely to deregulate brokerage
commissions in April 1994,
starting with large-lot transac-
tions worth more than Ylbn
($&58m).

An advisory panel to the
ministry yesterday recom-
mended that liberalisation of
the country's fixed stock
exchange commissions be
implemented gradually while
monitoring the effects on
investors and securities
houses.

Japan is the only leading
stockmarket where brokers'
commissions are fixed. A spate
of stockmarket scandals two
years ago stemmed directly
from this practice. In the

i absence of price competition
firms chose to 'win large cli-

ents by compensating them for
stock losses.

Earlier attempts by the min-
istry to deregulate the fixed

price rate commission system
have met with fierce opposi-

tion from the securities indus-

try, which argues that liberal-

isation will lead to higher
small-lot rates, driving indi-

vidnals away from the stock
market

Japanese study

new derivatives

disclosure rules

JAPANESE . financial
authorities are considering
Implementing more disclosure

measures for stock* index
futures and options trading, in

which foreign securities com-
panies are especially active,

writes Emiko Terazono.

The ministry of nnanra* said

a working group formed by
the Tokyo and Osaka stock
exchanges was studying new
rules to increase investor
information concerning stock

index futures and options mar-
kets.

Measures which are being
considered include disclosure

of futures and options trading

by securities houses’
own accounts and client

accounts, and the arbitrage

positions held against each
stock.
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COMPANY NEWS: UK
Pre-Christmas boost and strong US performance behind advance

Cadbury Schweppes hits £333m
By Guy do Jonquteres.
Consumer Industries Editor

BUOYANT pre-Christmas
trading in Britain and a strong
performance in the US helped
Cadbury Schweppes, the con-
fectionery and soft drinks man-
ufacturer, lift pre-tax profits 5.7

per cent to £332.7m over the 53
weeks to January 2.

The result, which compares
with £314.7m last time, was
ahead of analysts' forecasts. It

was achieved in spite of a dete-

rioration in performance in

continental European markets
and the Pacific Rim region.

Sales rose to £3.37bn (£3-23bn).

Mr Dominic Cadbury, chief

executive, said the improved
trading in Britain had contin-

ued in January and February.

He did not expect the effects of

recession to be any worse in

continental Europe this year

and the company bad already
acted to strengthen its

operations there.

Changing competitive condi-

tions were offering more oppor-

tunities for acquisitions on the
continent, which the company
was well-placed to exploit “We
see acquisitions, as opposed to

organic growth, as a card we
can play," he said.

Dominic Cadbury Cleft) with chairman Sir Graham Day: The
improved trading in Britain has continued in the current year

Mr Cadbury added that the
recent acquisition by Philip
Morris, the large US tobacco
and food group, of Terry’s,

United Biscuits' chocolates
division, was unlikely to have
much impact on Cadbury in

the UK.
In the UK, a strong contribu-

tion from beverages lifted trad-

ing profit to £172.6m (£160.2m),

though a £14m restructuring
charge depressed the perfor-

mance of confectionery. The
Cadbury and Trebor Bassett

businesses increased market
share, while Coca-Cola Schwep-
pes Beverages raised volumes.

In the Americas, trading
profit advanced to £7&8m from
£42.8nL, thanks to an 89 per
cent rise in the results from

beverage operations. Carbon-
ated drinks and Mott's juice
performed well in the US,
while Aguas Minerales, the
Mexican soft drinks company
acquired last year, met expec-

tations.

In continental Europe, trad-

ing profit fell to £49m (£76.2m)

on a poorer performance by the
soft drinks businesses. The
company blamed difficulties in
the Spanish market, recession,

poor summer weather, higher
marketing costs and a decline

in sales through hotels, restau-

rants and cafes. However, trad-

ing profit on confectionery rose
18 per cent
In the Pacific Rim, trading

profit slipped to £553m from
£64L2m, due to effects of poor
weather on beverage sales in
Australia.

Marketing spending grew is

per cent to £388m, though capi-

tal expenditure fell 18 per cent
to £l9lm. Net cash flow from
operations Improved by £42m,
while debt was reduced to
£462m (£542m).

Earnings slipped to 26_81p
<27.5lp) but the final dividend
is raised 6.5 per cent to 9.9p,

bringing the total to 133p
<12.5p).

See Lex

Hanson
link adds
to Shanks
landfill

Medeva surges to £36m
following hectic year
By Richard Gouriay

By Richard Gouriay

Wider use granted for Zeneca drug
By Paul Abrahams

ZENECA, Imperial Chemical
Industries' fully-owned biosci-

ence subsidiary, has received a

licence in the US for Diprivan.

its anaesthetic, to be used for

intensive care purposes.

The drug, one of Zeneca's
three fastest-growing com-
pounds. is already available in

the US for use for surgical

applications. World-wide sales

rose by nearly 50 per cent last

year to more than £I40m.
Zeneca is stressing the need

to obtain new indications for

existing products as a means of
generating growth.
Dr Tom McKillop, Zeneca

pharmaceuticals technical
director, said recently that the
company expected seven new
indications to be approved

this year.

“Pharmaceutical R&D is not

only about submissions for

new chemical entities. You
must ensure you get the very

best from your existing prod-

ucts," he said.

Zeneca’s drug division needs
its three newer products, Zes-

triL a heart medicine, Zoladex,

a cancer treatment and Dipri-

van to compensate for falling

sales of Tenormin, its heart
drug.

In the 12 months after its US
patents expired, American
sales fell by about 50 per cent
ICI shareholders will vote in

May on whether Zeneca should
be completely separated from
ICL
Zeneca is scheduled to make

a £l.3bn rights issue in

June

HANSON, the Anglo-US
conglomerate, has taken a 4.7
per cent stake in &
McEwan, the waste manage-
ment group, and has granted
in return additional rights at
tnrftfwg laniHUI sites.

The deal, worth £18m in
shares and £2.2m for the
assumption of iwtain liabili-

ties, will give Shanks access to
an additional 21.7m cn m of
void at four sites in Bedford-
shire, Buckinghamshire and
Cambridgeshire.
Mr Roger Hewitt, chief exec-

utive, said the acquisition
would provide a continuity of
landfill operations at two of
the sites into the next century.

It is unusual for Hanson to

take minority stakes in compa-
nies, but it is not the first time
the conglomerate has been cm
Shanks' register.

In 1386 when it sold London
Brick Landfill to Shawl**

,
Han.

son retained a 20 per cent
stake In the business which it

held until 1991. Mr Hewitt
welcomed Hanson back as a
shareholder.
The deal will be dilutive for

|

Shanks in the first year as it is

issuing 8.73m ordinary shares
to Hantnii.

Shanks will also be paying
15 per cent of revenues to Han-
son from disposal of waste in

the acquired void.

The company bawdies more
than 7m tonnes of waste a
year and now has 85.2m cu m
of consented landbank, after

the addition of 9m cn m just

acquired from Hanson.
Shanks has an option to buy

a ouconsented void from Han-
son In Bedfordshire for an
mMitinnfll £7.25m rj«h.

MEDEVA, the rapidly growing
pharmaceuticals company, yes-

terday reported a 47 per cent
increase in earnings per share
after a hectic year of corporate
activity that saw sales rise 75
per cent.

Pre-tax profits for the 12
months to end-December
surged from £16.7m to £36m, on
sales of £144-2ttl
Fully diluted earnings per

share increased from 8-3p to
123p.
The recommended final divi-

dend goes up by 50 per cent to

L5p, wmfcrng a total of 12Sp
(I3p) for the year.

Mr Bernard Taylor, chair-

man, said Medeva was in a
“transition from an association

of acquired businesses into a
much more integrated (pre-

scription-based) pharmaceuti-
cal company."
Acquisitions and investment

meant a net cash position of

540.7m turned into net debt of
cmAn

, giving gearing o£ 47 per
cent at the year-end after gen-
erating £34.2m from
operations.

Interest was covered 27 times

by operating profit.

Gross margins increased by

10 percentage points to 55 per

cent but the tax rate jumped

from 18 per cent to 30 per cent

and is heading for 33 per cent

this year.

Mr Taylor said it was diffi-

cult to identify exactly the

level of organic growth but

f-hnr it was in excess of 20 per

cent
This growth was a measure

of the quality of the products

and the marketing organisa-

tions Medeva has bought

with a number of its acquisi-

tions.

“We are obtaining syner-

gies,” said Mr Taylor. "Not one

of our acquisitions Is on the

basis that it would be addi-

tive."

The group was continuing to

put in place the building

blocks for a significant phar-

maceuticals company and
would, therefore, be making
acquisitions through the issue

of new shares rather than

more debt
Medeva still needed geo-

graphical coverage in Ger-

many, Italy and the Benelux
countries and would be looking

for new product lines and
products that were nearing the

end of thpir development pro-

# COMMENT

Medeva’s relative under-perfor-

mance in the last eightmonths

is surprising for a company
doubting profits and lifting

earnings by 47 per cent On
profits forecast at £50m this

year, or 14.7p of earnings, the

shares still trade at only a
modest premium to the mar-

ket. But Medeva is weighed
down by special factors that go
beyond membership of an out-

of-flavour sector. Firstly, phar-

maceuticals investors are

unused to such quick-fire

acquisition and. remain,
frankly, uncertain of the qual-

ity of organic growth. On top

of this lingering incredulity is

a more traditional fear - that

Medeva will make another big

acquisition soon and reduce

debt through a sizeable rights

issue. On both counts, -now

may be the time to reassess.

Underlying growth appears to

be reaping benefits in the US
- although Mrs Clinton's

health reforms may yet sur-

prise. And investors should
remember that, to date at least,

Medeva has deployed its rights

proceeds to great effect, even if

tire acquisitions have obscured

the organic growth.

Willis Corroon warns of

dividend cut as profits slide
By Richard Lapper

WILLIS CORROON. the UK's
largest insurance broker,
warned that it will cut its 1993

dividend after reporting a
sharp fall in pre-tax profits

from £67.1m to £423m due to a
£25.7m increase in provisions

at its Sovereign insurance sub-

sidiary.

Willis declared an interim
quarterly dividend of I.65p.

indicating that the full year
dividend could be cut by 50 per
cent. A full year dividend for

1992 of 13.2p was declared three

months ago.

Willis made a provision of

£25.7m at Sovereign, as rtahns

from hurricane Hugo and other

natural catastrophes from 1989,

1990 and 1991 continue to hit

the company.
The company withdrew from

the London commercial insur-

ance and reinsurance market
in 1991. Additional pro-
visions are also needed
because some of the company's

reinsurers will not be able to

meet claims.

"Some very serious problems
are emerging. This is a very

expensive baby to put through
school,” said Mr Charles
Coyne, analyst with Credit

Lyonnais T-afag

Profit from brokerage and
other ongoing insurance
operations amounted to £682m
(£i03.2m). Turnover rose to

£607-2m (£5773ra), an increase

of 1 per cent in underlying
terms. Operating expenses rose

to £568.7m (£52Lm), or by 2 per

cent in underlying terms, par-

tially reflecting increased
expenditure on overseas acqui-

sitions and an expensive refur-

bishment at the company’s
Trinity Square headquarters.

Interest and investment
income fell to £53-9m (E67.4m),

as a result of sharply lower
interest rates.

• COMMENT
Despite yesterday’s news on
the dividend front, there are

still reasons to be optimistic

about Willis Corroon. The
group should obtain benefit

from the stronger dollar, in

which it earns about 40 per

cent of its revenue, while the

strong performance by the Wil-

lis Faber & Dumas subsidiary,

indicates things are going rear

sonably well in the London
market, despite very tough
trading conditions. Looking
ahead though, more losses at

Sovereign cannot be ruled out,

while lower interest rates win
continue to depress investment

income. In Urn United States

there Is still no guarantee of a
turnaround in rating, while
Corroon & Black has a lot of

work to do to improve the rate

at which it is retaining custom-

ers.

Pre-tax profits could be
pegged back to £60m.this year.

On yesterday’s closing price of

190p that puts the share on a
prospective multiple of 29. On
balance, investors could well

find better value elsewhere.

Rolls-Royce shows £20m
loss as sales decline
By Kevin Done,
Motor Industry Correspondent

ROLLS-ROYCE Motor Cars,

the luxury car subsidiary of
Vickers, the UK engineering
group, suffered a trading loss

of more than £20m in 1992,
against more than £30m in
199L

Retail sales of the group’s
Rolls-Royce and Bentley cars
plunged by 20 per cent world-

wide to 1378 (1,713).

Sales have dropped by 58.7

per cent In the last two years,

from 3333 in 1990.

The luxury cars operation
has been drastically restruc-

tured with a cut in the work-
force from 5300 at end-1990 to

less than 2300 at end-1992.

Sir Colin Chandler, Vickers
chief executive, said that the
Rolls-Royce break-even level

had been reduced to about
1300 cars a year from double
this level in 1990.

After incurring trading
losses of about £54m and excep-
tional restructuring costs of

£49.6m in the past two years,

Rolls-Royce Motor Cars was
expected to break even in 1993
with forecast sales of about
1350 cars, he said.

Car production fell last year
to only 1358, from 1330 in 1991

and 3374 in 1990.

Rolls-Royce Motor Cars’
financial performance has dete-

riorated rapidly after achieving
an operating profit of £32m In

1990, when wholesale car deliv-

eries exceeded 3300.
Sir Colin said that the luxury

cars subsidiary was now “well-

placed to benefit strongly from
any sustained increase in
demand from current
depressed levels" in the wake
of the two-year rationalisation

programme. "Even a modest
upturn in key markets will
help restore profitability.

Last year Rolls-Royce and

Bentley sales fell by 63 per cent
in Japan to 91 (248), while in
the UK they fell by 23 per cent
to 380 and in continental
Europe by 26 per cent to 294.

Sales in North America rose by
1 per cent to 412.

Sir Colin said that
Rolls-Royce Motor Cats was
still working a four-day week
with no output on Fridays. Pro-
duction could be raised to
about 2,000 cars a year without
any increase in the present
workforce.

He added that the group was
still ruling out the develop-
ment of a new model range in
the medium-term but would
continue with "evolutionary
engineering" of the present
range.
The priority was to return

Rolls-Royce to profitability, but
in the longer-term Vickers
would again look for a partner
to share the development costs
of a new model range.

FT-SE Actuaries changes
THE FT-SE Actuaries UK
Indices Committee announced
yesterday that the following
constituent changes to the UK
Series of the FT-SE Actuaries
Share Indices will be made on
Monday March 22 1993:

FT-SE 100. For inclusion:
Asda Group. For exclusion:
WH Smith.

FT-SE Mid 250 and FT-SE

Actuaries 350. For inclusion:
Danka Business Systems, Bar-
rett Development, Owners
Abroad, FR Group, TT Group,
Henderson Administration
Group. For exclusion: Etam,
Amstrad, Sherwood Group,
Hewden-Stuart. Amec, Harts-
tone Group.
Companies promoted from

the FT-SE Mid 250 to the FT-SE

DIVIDENDS ANNOUNCED
Current
payment

Correa -

Date of ponding
payment dividend

BAT huts An
CeAury fln

CfuB Resource* fin

Everest Foods Int

Fleming Merc ..........fin

June 1

May 28

100 will be replaced in the
FT-SE Mid 250 by those compa-
nies excluded from the FT-SE
100. Companies excluded from
the FT-SE Mid 250/ET-SE Actu-
aries 350 will be Included in
the FT-SE SmallCap.
Approved for inclusion in the

FT-SE SmallCap from March 22
1993 were the following new
issues: Critchley Group, For-
eign & Colonial Pep Inv Trust,
Hunters Armley Group, Linx
Printing Technology, Second
Consolidated Trust. Tadpole
Technology. Vardon, JD
Wetherspoon.

gkn
Graham* Rlntotd .

taggas (John)—
KJelnwort Small _
Medeva
Uuddow (AAJ) ...

Resabya .

Standard Chari ...
TAN
Victors
Wins Corroon

May 6
May 4
June 2
Apr 20
Apr 23
May 17
May 21

July 1

May 14
June 3
July 1

May 7
Apr 1

Dividends shown pence per Bhare net except where otherwise stated

'

For 10 months, xFIret Interim.

Fleming Mercantile
net assets at 292.2p
Fleming Mercantile
investment Trust reported a
net asset value of 2923p per
share as at January 31,
up from 269.6p a year
earlier.

Available revenue amounted
to £&£3m (Eio.im) for earn-
ings of 4,G2p (7p) per
share.

The fourth quarterly divi-
dend Is 1.675p, mulwtottiltijr
the year’s total at 8.7p.
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Irish political football becomes a hot potato

of $2 as unrealistic
The chief executive ofAer Lingus may not be the only head to roll, writes Tim Coone

By Andrew Bofgor

SIR . - PATRICK Sheehy,
chairman of BAT Industries.

. said he expected that President
Clinton would impose a federal
“sin tax" on tobacco, but
thought it was unlikely to start
before 1984.

:,WHto he did not rule out an
increase in tax from 24 cents a
packet to 50 cents or even
higher. Sir Patrick said he
ftought rumours of a levy of 22
per packet being spread by
anti-smoking campaigners
were “totally unrealistic".

He said: “People can just roll

their own, azxd America is a
tobacco-growing country.
There Is also a huge land bor-
der - Canada has seen a big
increase in smuggling since
prices were increased there."

Sir Patrick gave three rea-
sons ior confidence, even if US
taxes were increased - BAT’S

Ugh level of cigarette exports
from the US, the continuing
growth in world demand for
tobacco, and the group's expec-
tations that its financial ser-
vices businesses would show
farther growth and recovery.
BAT said that it was particu-

larly encouraging that ciga-

rette exports, especially from
the UR US, Germany and Bra-
zil. had grown by a further, 23
per cent. Exports now
accounted for almost a quarter
of group sales.

Export volumes from the UK
had increased substantially,
mainly to the Far East With
export growth set to expand
farther, a £l75m development
programme was well under
way at BAT’a Southampton
factory, which exports all its

output. The group’s annual
production capacity in the UK
will eventually rise to 55bn cig-

arettes.

Mortgage claims .

hold back recovery

at Eagle Star
By Richard Lapper

INSURANCE dawns stemming
from the slump in the property

market have stowed the pace of

recovery at Eagle Star.- *-

The composite insurer,
which is a subsidiary of BAT
Industries,- yesterday reported

pre-tax losses of £71.4m for

1992, compared with a £394m
deficit previously.

Eagle Star declared losses of

&46m on commercial mortgage
indemnity policies, a line of
business which it no longer
underwrites. On . all classes of

mortgage indemnity business

the company has paid more
than £900m in claims since
19901

The £146m figure included a
£77m loss on “agency pool”

business, which relates to the

Insurance of loans made by
centralised mortgage lenders,

following the adoption of a
more cautious accounting pol-

icy for thfr class of business. .

. Losses -from domestic mort
gage indemnity business,
which Eagle Star continues to

underwrite (although on a dif-

ferent basis), declined from
£213m to £97m.
Mr Clive Coates, finance

director, warned that new
claims could emerge in 1993 as
a result of an increase in mort-
gage arrears.

Existing provisions amount
to £307m on commercial mort-
gage business, £150m on
agency pool business and
£220m on domestic mortgage
indemnity business, making a
total of nearly £680m.
Grass claims on all mortgage

indemnity: business paid In

1992 amounted to £280m (£230m
after reinsurance recoveries).

These losses offset an
improved performance on most
other lines of business. UK
underwriting losses from per-

sonal insurance (home and
motor) foil to £752m and on
commercial insurance to
£64.5m, as a result of more
selective underwriting and pre-

mium rate increases of
between 5 and 20 per cent
Non-life premium income

increased to £1.9bn (£1.7bn),

but life business premiums fell

to £866m (£940m), partially

because Eagle Star Life has
reduced its involvement in the

single premium bond market
Overall underwriting losses

on “continued business" were

£280Jm (£563.7m). Investment
income rose to £237m (£219m).

Life profits were £50d2m
(£55.3m). Operating profits of

£14J5m on continued business
|

compared with losses of £145m
(£123m loss) and gains on dis-

posal of discontinued
operations of £589m (£3Llm).

BAT Industries' other finan-

cial services operations both
performed welL Farmers, the
California-based company,
reported pre-tax profits of

£408m, up 14 per cent

Allied Dunbar, the Swindon-
based life insurance subsid-

iary, announced 4i post-tax sur-

plus of £H4m, 8 per cent tip on
1991 and a pre-tax surplus of

£123m, marginally ahead of
last year.

New business was 9 per cent
down, however, reflecting the

continued Impact of recession

among the self-employed and
small company sectors.

Cheltenham &
Gloucester falls

29% to £130.6m
By John Gapper
Banking Correspondent

CHELTENHAM & Gloucester
Building Society yesterday
reported a 29 per cent fell in

pre-tax profits, from £l83£m to

£LS&6m, for the 12 months to

December, 31 after making,
huge provirions against loans

Inherited from the troubled
Portsmouth Building Society

Inl99L
Cheltenham & Gloucester’s

performance was heavily
weighed down by its exposure
to the southern housing mar-
ket, although it continued to

expand Its share of the UK

-

mortgage market with a
growth in assets to £16.1bn
(£i48bn)_

•

Although operating profits

rose by 34 per cent to £341-3m
(£255^in), .the society nearly
tripled its provisions for bad
debts to £210.7m (£71.7taX This
included £90m on loans made
by tiie Portsmouth, «wd some
commercial loans.
' The Portsmouth' merger was
one of the cases during

.
1991 in

which larger societies took on
smell southern-based societies

with poor mortgage books.

The society said yesterday

that it did not envisage that

further provisioning would be
required in the current year to

cover inherited problems. It

said - its mortgage book
remained strong by compari-

son with other societies.

The post-tax return on mean
assets fell to OJ56 per cent (0.95

per cent), while management
expenses per £100 of mean total

assets fell to 63p (68p).

The society raised its net
share of the mortgage market
despite an overall fall in lend-

ing to £23bn (£3-6bn).

It also had a net retail inflow

of £474m (£7Q9m) despite an
overall net outflow for the

industry of £295m during
1992.

Mr Andrew Longhurst, chief

executive, said the need for

“prudent provisioning in 1992

to cover ono-off Items should

not, detract from the fundamen-
tally sound operating profits

and quality mortgage book".

PUBLIC WORKS LOAN BOARD RATBS
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BAT. has also authorised a

large investment programme
at its plant at Macon in the OS,
which will increase its annual
capacity by 50 per cent, to
!50bn cigarettes.

Sir Patrick said: “This export
success is all the more impor-
tant in .the light of the
extremely competitive pres-
sures which were affecting
margins in the US domestic
market. However, we are
improving market share there,

particularly In the rapidly

growing valne-for-money seg-

ment,”
Domestic market share also

grew In Germany and Austra-

lia, where there had been a
good recovery.
The group's market share

had remained stable In Brazil,

at 83 per cent, even though the

overall market volume
increased in the face of diffi-

cult market conditions.

: However, it said that more
realistic pricing had led to a
notable increase in trading
{unfit

In Asia, BAT Hong Kong’s
domestic volumes and market
shares were down, while prof-

its were lower due to excise

increases and higher costs.

Elsewhere, volumes and profits

were higher overall

M r Cathal Mullan,

who until Tuesday
night was the chief

executive of Aer Lingus, the

Irish state airline, must be pon-
dering the irony of his fete. He
was due to chair a conference

next month entitled “The Man-
agement Paradox - Survival,

Growth and Jobs” organised
by the Irish Management
Institute.

His own job has now gone,

600 others in the company will

go shortly, and big asset sales

are in the pipeline as the group
struggles for survival, with
trading losses running at

I£4flm a year. Losses will be
compounded this year by
I£50m in extraordinary items
- l£2Qm in redundancy costs

and an I£30m write-down on its

shareholding in GPA, the avia-

tion leasing group. .

Mr Mullan resigned follow-

ing the announcement on
Tuesday that Mr Bernie Cahill,

who was appointed group
chairman in August 1991, has
been appointed by the govern-
ment as executive chairman
and been instructed by the

minister of transport to “take
whatever action necessary to

restore the company to com-
mercial viability".

Transport minister Brian
Cowan indicated that such
actions will include a revision

of air feres, the sale of non-core

assets and across-the-board

cost reductions, which will

involve the shedding of some
600 job9 out of a worldwide
workforce of 13,000.

Mr Malian’s bead may not be

“It appears to have
been a forced
resignation . . . There
seems to be a deliberate

attempt by the
government to distance
themselves from what is

a very hot political

potato”, said Mr
Michael Noonan,
transport spokesman
for the opposition
Fine Gael party

the only one to eventually roll

out of the boardroom. But at

the moment, the move to

appoint Mr Cahill as the execu-
tioner has the opposition cry-

ing “scapegoat”.

Mr Michael Noonan, the

transport spokesman for the
opposition Fine Gael party,
said: “It appears to have been a
forced resignation. I would like

to see the minister making a
faller statement as to why Mr
Cahill did not appear to act as
chairman for the past 18

months, and yet is now being

asked to act in a very short

period of time . . . There- seems

to be a deliberate attempt by

the government to distance
themselves from what is a very

hot political potato.”

Aer Lingus has been facing
fiwsiTirial HtfFteiiitfpg for several

years - a result of a too-rapid

expansion of Its fleet during

the late. 1980s, coinciding with

a downturn in air traffic trig-

gered by the Gulf war and the

recessions in the US and UK.
This has caused Interest

charges to soar, while fare

competition on its main routes

has become intense.

Remedial action baa not been
taken sooner, however, due to

a policy, pursued by successive

governments, that Aer Lingus

should not simply be a
national air carrier, but should

also be a tool of regional devel-

opment policy within Ireland.

For instance all transatlantic

flights. Including those of other

airlines into and out of Ireland,

are obliged to make a stopover
at Shannon in the west of the

country. The company has
argued strongly that this has
put it at a disadvantage with
cheaper routes out of London.
It also operates a number of

domestic routes which other

carriers have pulled out of due
to their lack of profitability.

The airline carried 43m pas-

sengers last year on 43 routes
in ll countries. Forty per cent
of them were on the busy, but
intensely competitive Dublin-
London route, while 400,000
travelled on transatlantic
flights. Average revenue per
passenger kilometre was 9.2p
In 1992, although for the trans-

to get a good price for them.
Other possibilities include
Team Aer Lingus, the six-han-

gar aircraft maintenance facil-

ity in Dublin, although such a
move would most Ukely face
stiff political opposition.

The Labour party, one of the
partners In the coalition gov-

Air transport division

operating profit/!oss
Group pre-tax proflt/loss

atlantlc routes this fell to 4.1p
last year, while for the Euro-
pean routes it was 13.4p.

A company spokesman said
yesterday: “Few of our routes
could be described as profitable
at the moment."
The government, however,

wants to keep the present
route structure, and particu-
larly the transatlantic ones, as
intact as possible, preferring to

keep the core airline business
up and running, while dispos-
ing of profitable subsidiaries.

Most likely to come under
the auctioneer’s hammer is the
group’s chain of 14 hotels in
the UK, which forms the Cop-
thorne Hotel group, although
in the present economic cli-

mate in the UK, it is unlikely

AER LINGUS
Financial Year (Figures In ICm)

86-87 87-88 88-89 8S-SO 90-91 91-92

)) 5J2 2.8 (9.3) (19 6) (8.B)

5 355 40.1 39.1 6.6 (3.1)

Somo: Mr UngaM Group annual report 91-02

eminent, did extraordinarily
well In the last general election

in tbe north Dublin area,
largely on the back of promises
made to Aer Lingus workers
that government capital would
be pumped Into tbe airline to

secure its survival.

In a country of already high
unemployment, jobs has
become a watch-word for votes,

and Aer Lingus has for years
been the quintessential politi-

cal football. Unfortunately for

Mr Mullan, who has served 36

years with the group, uow that
the cost of that policy is no
longer sustainable, he has been
the first to pay the price. It will

be interesting to see which
other heads roll as Mr Cahill's

axe falls.

BAT INDUSTRIES
Pre-tax profit increased 68%

to £1,645 million

Preliminary results for the year
to 31 December 1992

REVENUE

PRE-TAX PROFIT

EARNINGS PER SHARE

DIVIDENDS PER SHARE

£22,093m

£1,645m

+7%

+68%

58.7p +137%

37.2p +11%

Pre-tax profit would have been £29 million higher had the Group not adopted

a new method of accounting for its Brazilian operations.

Record tobacco trading profit of £1,314 million, up by 24 per cent, reflecting

good results from all major operations.

Financial services trading profit recovered from £230 million to £598 million

from continuing operations, with another outstanding performance from

Fanners in the USA.

Shareholders will be asked to approve a 1 for 1 bonus issue at the Annual

General Meeting on 1 8 May.

“The 11 per cent increase maintains the Board’s commitment to dividend

growth significantly in excess of the rate of inflation, a major component in

our strategic objective of delivering superior total returns to shareholders.”

Sir Patrick Sheehy, Chairman

FuD financial statements lor the year ended 31/12/92 wfU be delivered to Ifte Registrar of Companies end carry an unqualified audit report.

Tbe 1992 Annual Report is being posted to shareholders at the end at Mereh. Copies of the preliminary announcement may be obtained from the Company Secretary. BAT Industries p.I.c.. Windsor House. 50 Victoria Street, London SWIH ONL.
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Automotive and engineered products assumed growing importance for the group

Cost cutting helps GKN rise to £122m
By John Griffiths

STRINGENT cost-cutting
helped GKN, the motor compo-
nents and industrial services
group, increase pre-tax profits

by 77 per cent, from £68.7ra to

£l2I.8m, in the year to end-De-
cember.
The improvement was made

on turnover only 3.8 per cent
higher, at £2.53bn from £2.43bn.

The profits rise is pared to 23
per cent on a pre-FRS 3 basis,

reflecting much larger below-
the-line losses incurred in 1991

on the sale or closure of busi-

nesses.

Nevertheless. Sir David Lees,

chairman and chief executive,
was able to present a picture of
improving prospects for the
group in the UK and North
America, coupled with a cau-
tion about deteriorating mar-
kets in continental Europe.
The net effect, said Sir

David, is that any financial
progress GKN makes this year
will once again depend mainly
on the group's ability to make
further progress on cost-cut-

ting and productivity.

The group is setting aside
£10m Tor further restructuring
compared with a higher-than-

VMS
Trevor Mumprtitt*

Sir David Lees arriving for the press briefing yesterday

expected £13m last year.

A maintained final dividend

of 12.5p makes an unchanged
total of 20-5p compared with

earnings per share of l8.Bp

(4.1p>.

With GKN’s industrial ser-

vices and distribution busi-

nesses being hit by a variety of

recession-related problems,

automotive and engineered
products last year assumed
growing importance for the
group. They accounted for

£152bn, or 76 per cent, of turn-

over, up from £1.41bn previ-

ously. with trading profit ris-

ing from £60m to £95m.
In contrast turnover on

industrial services and distri-

bution fell to £471m from
£5l2m. and trading profit to

£3lm from £35m.

The group's share of sales by
associated companies, at

£532.8m, was £25.9m above
1991, but the share of profits

down marginally at £24.2m
<£28.5ra). largely as a result of

a £3m loss at UES Holdings.

Further progress on reducing

debt has cut gearing to 23.3 per

cent from 26.4 per cent, said Sir

David. However GKN's tax bill

rose sharply, from £41.3m to

£56.8m, prompting Sir David to

call for legislative changes to

reduce the burden of unre-
lieved Advance Corporation
Tax. He protested that ACT
now accounted for 12 percent-

age points of the tax charge.

• COMMENT
GKN has won considerable
credit for the way it has man-

aged recession so Car. However,
the restatement of last year’s
figures under FRS 3 show just
how much pain it took in 1991
when pre-tax profit fell to a
third of 1989's £206m peak. It is

worth emphasising the “so far"

because European car sales are
expected to fall by 1m this year
from Last year's 13.4m total
Fears are commonly expressed
about the potential for severe
competition, particularly from
German suppliers. While US
recovery should provide a
cushion, the speed with which
manufacturers have increased

output ahead of actual sales
suggests there could be some
hiccups. Whatever the quib-
bling over market prospects
and over the quality of some of

GKN's non-auto earnings, you
have to admin* the cash man-
agement. Net debt has virtu-

ally halved since December
1989. This has been achieved
without a rights issue, whereas
TIN has had two. This year a
pre-tax profits forecast of
£150m gives a prospective p/e

of 19 on yesterday’s 485p close.

After rising by nearly 50 per
cent in six months, the price

derives some support from the
5.6 per cent yield.

T&N shows 56% advance to £63m
By Jane Fuller

WITH UK performance
bouncing back thanks to

increased efficiency, T&N
increased pre-tax profits by 56
per cent from £40.4m to £63m
in the year to end-Deceraber.

Trading profit gains of

nearly two thirds in the UK
and 30 per cent in the US lay

behind the improvement. Turn-
over in the motor components
and engineering group rose
slightly to £1.39bn (£1.36bn).

T&N held an uncovered divi-

dend for the second year run-

ning. A final of 7.25p kept the

total at 10.85p compared with
earnings per share of 6p
(2.75p). The retained loss after

the £47-5m dividend bill was
£21 .3m <£36.3m).

Mr Colin Hope, chairman
and chief executive, confirmed
the likelihood of nearly £40m
being raised in a share placing

this spring. This would pay the

first DM90m l£38m) instalment

on the DM250m acquisition of

Goetze, a German components
maker.
As Goetze. which is trading

at about break-even on £300m-
plus sales, will bring in nearly
£50m debt. T&N’s gearing is set

to rise from 45 per cent to

about 60 per cent this year.

Mr Hope said that with the

German market “facing a dra-

matic downturn for two years

or so”, the outlook was darker
than when the decision was
taken to bay Goetze. However,
"our ability to put the com-
pany right increases as the
market gets worse,” he said,

referring to the humbling
effect on the German work-
force.

T&N is already losing money
in Germany, although £2m of

the £2.8m deficit last year was
related to redundancies and
other rationalisation costs.

Losses of £l.5m were also

made in Italy. Suppliers were
caught between government-

induced wage rises and a
squeeze on prices by Fiat.

Overall continental trading
profit slipped to £8.9m (£9.2m),

made mainly in France.

The UK provided a contrast,

with trading profit up from
£27m to £43.9m on fiat turnover

of £531ra (£534m), of which
nearly half was exported.

In North America, where
T&N acquired JPI in 1990, trad-

ing profit advanced from
£i5.7m to £20.4m on sales of

£333m (£313m).

That region's profitability

still fell short of the £21.5m
(£20.7m) achieved in Zim-
babwe. South Africa also
improved, from £7.4m to £9.6m.

• COMMENT
The step towards better mar-

gins was a welcome one as
T&N continues to spend on
many fronts: acquisitions,

plant, R&D and dividends, with
the last still attracting the
most criticism. It would do

remarkably well to reach its

target of 10 per cent return on
sales by 1994 with Goetze
bringing little short-term
profit. Counting in the whole
purchase price sends gearing
to more than 70 per cent. Even
if T&N succeeds in selling off

Goetze's Oats and forests, a
rights issue looks on the cards

for 1994. After all. Mr Hope can
still see gaps in the global

empire, and last year's deterio-

ration in net debt of £36m (or

£70m after the adverse cur-

rency swing) was a bit disap-

pointing. This year’s pluses
should Include further US and
UK recovery and rationalisa-

tion benefits to offset the con-

tinental downturn. A pre-tax

profit forecast of about £75m,
earnings of 9p. gives a prospec-

tive p/e of 21 reflecting recov-

ery hopes. The attractive yield

of 7.7 per cent may be tem-

pered later in the year if

doubts grow about its mainte-

nance.
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IN BRIEF

ALUED-LYONS has acquired,

through Hiram Walker, its

spirits and wine sector, a 20
per cent Interest in Compania
Anonima Ron Santa Teresa in

Venezuela and a 20 per cent
interest in Distribuidora Erra-

zuriz in Chile. Considerations
are not material in relation to

Allied’ net assets.

LOCKER (THOMAS): Talks
regarding the disposal of the

South African subsidiary have
broken down.
REUTERS has acquired 51 per
cent of German software house
Euro-FIS from Inasys. a Bonn-
based company specialising in

portfolio management and
security research applications.

Consideration was not material
to net assets of Reuters.

ROSS GROUP has acquired
Ambitron Technologies from
the receiver for an undisclosed

sum.
VOLEX GROUP: the recent
rights has been taken up in

respect of 4.93m shares. This

represents 93.6 per cent of the

issue.

Sorry example in the

far-flung banking empire
Bombay scandal raises questions about control

A LITTLE piece of Brit-

ish understatement
appeared yesterday in

Standard Chartered’s review of

what has forced it to set aside

£272m against its involvement
in the Bombay securities mar-
ket scandal it referred to “the
challenging environment" In
whicb it was trying to retrieve

its exposure of £343m.
This environment is the

atmosphere of hostility among
Indian politicians to overseas
banks such as Standard Char-
tered. The bank's earlier belief

that its cause would be aided
by Indian politicians and bank
regulators was severely dented
in the second half of 1992-

Incidents snch as the resig-

nation in November of Mr G
Ramaswamy. the attorney gen-
eraL calls by politicians for the
operations of foreign banks to

be curtailed, and this week’s
highly critical report from the
Reserve Bank of India, the
country's central bank, have
all taken their tolL

A lthough the bank’s
exposure is only calcu-

lated to have risen by
£51m because of exchange rate
movement, it boosted general
provisions by £l60m in the sec-

ond half. Thus the hank has In

effect admitted that its earlier

bet that it would receive sym-
pathy and help from authori-

ties is now off!

It should arguably have
come as little surprise, given
the scale of the uproar when
the scandal broke nearly a
year ago. Alongside the other
longest-established foreign
bank in the country - the
ANZ-owned Grindlays - Stan-
dard was a natural target for

street demonstrators.

Political pressure in India
has not abated. The Reserve
Bank of India has itself been
under attack for inadequate
regulation of the securities

market Its own investigations

have thrown the responsibility

onto foreign banks, and away
from the Indian state-owned
banks caught in the affair.

Standard was not one of the
most aggressive foreign banks
in the market for bankers'
receipts, though its losses are

the biggest. The market, driven

mainly by Citibank, grew at a

feverish pace alongside Bom-

bay's booming stock market

during 1991. But Standard s

large network and early identi-

fication with the scandal have

made it a ready target.

The bank emphasised yester-

day that it had not written the

money off, but had just recog-

nised that recovery was uncer-

tain and could take time. ‘‘The

fact that we are providing does

not mean that we have given

up. We are quite tenacious in

pursuing money due to us,"

said Mr Malcolm Williamson.

Standard
Chartered’s
operations in

India are

conducted in an
atmosphere of

hostility among
. Indian
politicians and
there are calls

for foreign

banks’
operations to be

curtailed. John
Gapper and

Richard Waters
report

chief executive.

But Bombay raises a wider
question about controls at

Standard, which Mr William-

son describes as “pear-shaped’'

because of the weight of its

assets in the Asia Pacific. The
incident has proved such a
shock that it has been review-

ing its central control over

other operations since then.

The bank has used auditors

to check controls in markets in

which there has been recent

deregulation. Among the
operations it has scanned for

possible weakness have been
Shenzen, the free market trad-

ing zone in southern China,

and its Treasury operations in

countries such as Indonesia.

In practice, the only , part of

its operation it Identified as

operating laxly was its credit

card business in Malaysia

where staff bad been' not been

setting accounts limits for

well-regarded locals. It. has

changed this practice, although

it calculates its total exposure

at onlv £5m.
“We have made sure there

ate no latent Indies," said. Mr
Williamson. Yet some doubts

remain, given the bank's his-

tory. Until the arrival of Mr
Rodney Galpin. the chairman

who retires in May, operations

in different countries had been

largely free of central or

regional controls.

A:
part from the review of

operational controls, it

has also established

central limits on lending in

particular sectors within which

businesses have to operate. Yet

it still relies on local manage-

ment knowledge to assess risks

that can vary widely according

to the country' and region.

The biggest risk question

hangs over operations in the

Asia Pacific and Hong Kong,

which produced £315m in oper-

ating profits last year, plus a

further £67m through release

of bad debt provisions. The
total assets in the region grew

to £14bn from £11.3bn through

exchange movements
.
and

expansion.

Mr Williamson emphasised
that the bank has be re-balan-

cing its portfolio there to

reduce risk from long-term

lending. The longest-term form

of lending is its mortgage book

in Hong Kong, which it

believes is well-covered
because It has lent only up to

60 per cent of current property

values.

Barring further surprises

like Bombay, Standard's profits

look set for steady increases as

Asia Pacific operations grow
and a restoration of UK profits

reduces tax charges. But India

remains a sorry example of

how badly things can go wrong
in the far-flung banking empire
that Standard remains.
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Amstrad claims

lead in new
product sector

The need to take a firmer grip on financial controls
Gary Mead looks at the difficult task facing the incoming chief executive of Saatchi & Saatchi

By Alan Cane

AMSTRAD, the UK-based
consumer electronics company,
is hoping to lead the world
with a new kind of computer
- a personal digital assistant
- to be launched in London

.
next Thursday.
. However, the launch is likely
to spark complaints that Mr
Alan Sugar, Amstrad chair-
man, misled shareholders dur-
ing his unsuccessful battle last
year to take the company pri-
vate in claiming that no
“blockbuster" products were in
store which could revive the
company's waning fortunes.
Amstrad is claiming that the

new product will be the world's
first in a product sector which
some analysts claim could be
worth as much as $20bn
<£14bn) a year in sales by 2000.

Personal digital assistants,
hand-held devices which will

accept handwritten messages
and which may include tele-

phone and fax capabilities, are
being touted as the answer to
stagnant growth in the con-
sumer electronics market IBM,
Apple, AT&T, Matsushita and
Olivetti are among the world's

leading companies with plans

to launch the product
Amstrad said yesterday that

the devices could not be con-
sidered a blockbuster in the
same way that its personal
computers and word proces-
sors had been when they won
huge sales by selling for less

than £400 when equivalent
products from traditional'man-
ufacturers were priced at
£2.000.

Publicity material from
Amstrad says, however, that
next week's launch will be “the
first time a revolutionary prod-
uct incorporating state of the
art technology will be sold at a
mass market price from
launch".

Mr Sugar failed in December
to persoade shareholders to
sell him back the company at

SOp a share. Amstrad surprised
the City by turning in a profit

of £5.61m in the first half of the
year, but Mr Sugar warned
there was no guarantee the
company would be profitable

in the frill year. Close col-

leagues yesterday defended Mr
Sugar, pointing out it would he
impossible for him to market a
new product aggressively with-
out it being labelled a potential
blockbuster.

Cluff lapsesinto losses
CLUFF RESOURCES, the
minerals, oil and gas explora-

tion company, swung from
profits of £2.25m to losses of

£225,000 pre-tax for the year to

end-December after taking
account of an exceptional
charge of £L64m.
Losses per share emerged at

2J8p (earnings L37p) and the

dividend is passed in order to

conserve cash - lp was paid
previously.

The exceptional charge com-
prised a complete write-down

of the gold mining- assets in

Spain.

Other factors affecting the
result included a lower sterling

gold price and a substantial

rise in interest rates in Zim-
babwe.
The shares dipped lp to

11‘Ap.

The company has changed
its accounting

'
policy with

regard to oil and gas explora-

tion expenditure. The 1991
comparative figures have been
restated accordingly.

NEWS DIGEST

Interest

boost for

Rosebys
ROSEBYS, the specialist

retailer of household textiles

which came to the market 12

months ago, -achieved an
increase in pre-tax profits from
£2.17m to £2^4m for 1992.

Turnover rose to £45m
(£42.8m). The pre-tax figure

was helped by a swing from
interest payable of £308,000 to
interest income of £17,000.

Earnings slipped to 7-9p

(&9p) reflecting the increased

capital resulting from the flota-

tion. A final dividend of 3p
makes a total of 3Jp.

Kleinwort Smaller
assets edge ahead

Net asset value of Kleinwort
Smaller Companies Investment
Trust edged ahead from 113-Tp

to 114.6p per share over the 12

months to January 31.

Attributable - revenue
amounted to £544,479, down
from £669.847 last time and
equivalent to earnings of 4.12p

(5.0Tp) per share.

A recommended final divi-

dend of 2p reduces the total for

the year to 4p (4.6p).

Everest Foods
falls to £1.18m

Everest Foods, the food group,

returned profits of £L18m pre-

tax for the half year ended
November 30, a 34 per cent fall

on last time's £L78m.
The directors said the disrup-

tion caused by the continua-

tion of the capital expenditure

programme to secure substan-

tial growth for the future had
“impacted on the results.”

Turnover slipped to £16.2m

(£17.9m). Nevertheless, the

interim dividend is lifted to

L2p (l.lp), payable from earn-

ings of 3.15p (&85P) per share.

Peek expands in US
with $4m purchase

Peek, the traffic and field data

systems «mcem, has readied
agreement to acquire Signal
Control and Signal Mainte-
nance for $4L2m (£2£n>) which
includes $2j)8m cash. Com-
bined sales 'for 1992 amounted
to $24m.

The purchase is from IASCO
of California.:

John Haggas shows
8% rise to £981,000

John Haggas, the West York-

shire-based worsted spinner,

lifted pre-tax profits .by 8 per
cent in the six months to

'

December 3L
The increase to £981,000

(£911,000) was achieved on
turnover up from £16.4m to

£17.6m.

However, directors said mar-
gins in the spinning division

were still under pressure and
“likely to remain so”. The fab-

ric aide reported improved
sales and profits.

Earnings per share edged
- aheadto 3p C23p); the Interim
dividend Is held at lp.

Grahams Rintoul

revenue static

Net asset value per share of

Grahams Rintoul Investment
Trust fell from I23Bp to U3.9p
over the year to end-December
after deducting prior charges

at par.

However, in the first two
months of 1993 the value
improved by 25 per cent to

142.6P.

Available revenue for 1992

edged ahead to £864,000

(£856,000). After preference div-

idend payments losses per ordi-

nary share emerged at 2.2p

(1.53p). Dividend is a same-
again 0.25p.

WH Smith pulls out

of books venture

WH Snath has sold its 50 per

cent holding in Book Connec-
tions to Book Production Con-

sultants of Cambridge, its part-

ner in the joint venture.

Book Connections began
trading in 1989 and in 1992

made a pre-tax profit of

£142,600.

Property disposals

aid Union Square

The disposal of certain low
yielding properties and the

decline in interest rates helped

Union Square farther reduce
pre-tax losses in the six

months to September 80.

On turnover of £940,000

(£19-2m), the pre-tax deficit of

£9.000 compared with £688,000

in the previous first half and
£483,000 in the year to end-

March 1992.

The company also
announced that discussions

with its bankers had been con-

cluded. As a result Thompson
Investments (London) had
acquired the outstanding loans

and was prepared to extend the

far.niHpft on these loans for at

least another year.

Hewitt in Dutch
joint venture

Hewitt Group, the industrial

ceramics and refractory group,

has entered into a joint ven-

ture with the technical ceram-

ics division of NV Koninklffke

Sphinx, the Dutch-based sani-

taryware and ceramic tile

group.

Hewitt will acquire 50 per

cent of BV Keramische Indus-

trie, the company in which the

business of Sphinx's technical

ceramics division is carried,

out, for FI 5m cash, os the

basis of warranted net assets of

FI 10m (£3Bm).

F ROM NEXT month Saat-

chi & Saatchi will have
a new chief executive.

He wifi be Mr Charles Scott,

who feces the difficult task of
making sure that the world's
second largest advertising

group does not stray from the
tighter financial grip intro-
duced by his predecessor, Mr
Robert Louis-Dreyfus.

Mr Scott will have to tighten

that grip further before the
group is fully out of the woods.
On Monday Saatchi wrote off

£600m of goodwill associated
with highly-expensive acquisi-

tions made fay the group in the
1980s. That attention-grabbing

figure should not distract
shareholders' attention,
though, from the underlying
potential of the group.
Much of the written-off good-

will is from the Ted Bates
agency which Saatchi bought
for £45bm in 1986. As with
WPP, such acquisitions were
financed through debt in the
belief that the 1980s boom in
advertising spend would con-
tinue forever. That boom did

not last, however.
Mr Louis-Dreyfus, who is

moving on to try to tarn
around the Adidas sports show
company, was pulled in to res-

cue Saatchi from looming
financial disaster in January
1990. He inherited 18,000 staff

and the threat of having to

redeem 2211m of Euro-prefer-

enee shares in 1993. He will

leave behind him a successful

recapitalisation in March 1991,

which gained £60m in new
equity, and staff levels brought
down to 12^)00.

But problems remain and
some analysts feel that Mr
Louis-Dreyfus is departing
with the task only halt com-
pleted. There are some prob-

lems remaining from the
excesses of the 1980s - not
least the estimated £20m
qnmiai cast of thp hnWing com-
pany, which has scarcely been
trimmed at all since Mr Louis-

Dreyfus first arrived.

The first main problem con-
cerns the group’s debt. Aver-
age net debt at the end of 1992

was flSta, down from a
year ago but which win rise

slightly this year — the last

year of heavy earn-out pay-
ments, amounting to some
£l8m. 1994 will see the last

earn-outs, at £lm. Losses on
surplus office space will
amount to £15m year, fall-

ing to an expected £14m in

1994, flam m 1995 and £9m in

1996.

Mr Scott said that debt
reduction will he a priority; the
first repayment of £20m falls

due in December fids year. But
Saatchi’s ability to repay debt
is largely dependent on sub-
stantial revenue growth; given
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Charles Scott debt reduction
will be the priority faring the
incoming chief executive

indications that the US is pull-

ing out of its recession and
that almost half of the group’s

revenues derive from the US,
there are well-founded hopes
that the group will benefit late

this year from a general
upturn in global advertising

expenditure.

However, while analysts
forecast pre-tax profits growing
from 1992’s underlying figure

of £18.9m to £23m this year and
E45m in 1994, the recovery
needs to be strong in order for

Saatchi to be able to reassure

its bankers that it will not
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breach its covenants, which Mr
Scott says has not happened so
far.

The second concerns sala-

ries, which account for some 60
per cent of fixed costs - an
annual bill slightly lSSS than

£300m. A year ago Saatchi had
300 executives earning a mini-

mum basic salary of £150.000;

today there are 250. They will

gradually be introduced to a
system of variable remunera-
tions, dependent on perfor-

mance.
That will be a painful experi-

ence and already some senior

aSeJa-

Saatchi employees are mur-
muring rebellion against Mr
Scott. As Mr Louis-Dreyfus will

continue as a non-executive
director. Mr Scott will have
some supporting muscle.
But perhaps Mr Scott’s most

difficult task is more intangi-

ble. He needs to inculcate his

senior staff with his own
emphasis on the lasting impor-
tance of sound financial con-
trols, even If that means losing
clients who are not prepared to

pay at levels profitable for the
group.

In another effort to tighten

financial controls, Mr Scott has
said that Saatchi will no longer
take on lees leaders. He was
asked at the group’s results

presentation on Monday
whether that meant Saatchi
would in future decline han-
dling the Conservative party’s
advertising account which Is

thought to be something of a
loss-leader. He replied: “We
will not take on new clients if

we do not see that we will
make money from them.”

If Mr Scott intends taking a
firmer line with his own group,
he also seems willing to take
on those of its clients deemed
unprofitable. He has signalled
that if Saatchi thinks it is

“over-servicing” clients, or if

clients are unwilling to pay
sufficient to ensure group prof-

itability, then the group will
either seek to renegotiate fees
or, felling success with that,

break the relationship.

If he is true to his declara-
tions so far, shareholders may
raise their hopes, though as
one analyst put It. “this is not
a stock for grannies and wid-
ows." Certainly analysts are
feeling more confident about
Saatchi's future than for sev-
eral years. They expect small
dividend payments to restart
in 1995 or 1996, by which time
the group is expected to be
making annual pre-tax profits

of about £65m.
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1992 RESULTS
“Our 1992 results are a creditable performance in

a year when most of our major markets were in

recession. Actions taken to make the business even
more competitive involved restructuring costs of

£14m in UK confectionery which have been taken in

full as a charge against the year's profits.

Sales £3,372.4m + 4.3%
Trading Profit £370.7m + 2.9%
Pre-Tax Profit £332.7m + 5.7%
Earnings per Share * 26.81p — 2.5%
Dividend per Share 13.20p + 5.6%

There was underlying growth in earnings before

confectionery restructuring costs and adverse

exchange effects, although reported earnings per

share are down.
A final dividend of 9.90p is proposed, up 6.5%,

giving a total dividend for 1992 of 13.20p an increase

of 5.6%. This reflects the momentum of the business

and the Board's confidence in the outlook.

Our business performed strongly and we are in

excellent shape to go forward in 1 993 and beyond.
We have seen a very good start to trading in 1993

and I am confident that the Company will make
significant progress in the year.9*

Sir Graham Day Chairman

(SiMmy Schweppes— — - = —m
MANAGEMENT PROVEN IN THE MARKET PLACE

THE CONTENTS OF THIS STATEMENT. FOR WHICH THE DIRECTORS Of CADBURY SCHWEPPES PtC ARE SOLELY RESPONSIBLE, HAVE BEEN APPROVED FOR THE PURPOSE OF SECTION 57 OF THE FINANCIAL SERVICES ACT 1986 BY
ARTHUR ANDERSEN, AS AN AUTHORISED PERSON.
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COMMODITIES AND AGRICULTURE

Retreating gold

price approaches
crunch point
By Davkl Blackwell

THE GOLD price continued to
retreat on the London bullion
market, reaching fresh seven-
year lows of $326.50 a troy
ounce and $326.10 at yester-
day’s morning and afternoon
fixings.

The London close of $326.05

an ounce marked a fail of $3.90

so far this week. On the New
York Commodity Exchange the

active April contract had
recovered from a low of $325.80

to move back above $326 a troy

ounce in late trading.

Analysts believe that the US
commodity funds will sell

heavily if the price retreats

below $325 a troy ounce, taking

the market rapidly down to

$320 and possibly lower.
There appears, however, to

be strong support at $325 an
ounce. If the market manages

to sustain prices above $326 for

the rest of the week, it could

move back up into its recent

trading range of $327 to $332 a

troy ounce.

If the powerful funds were to

push the market lower, produc-

ers might start panic hedging
at around $320 a troy ounce in

order to stave off losses, one
analyst suggested yesterday.

Market players are also

watching events in Russia. If

President Boris Yeltsin is

undermined by his clash with

the Russian parliament,
so-called “safe haven" money
is expected to go into the US
dollar - and the stronger the

dollar, the worse for gold. This
week's fall has itself been
sparked by the weakness of the

South African rand against the

dollar, which has enabled pro-

ducers there to sell forward at

a profit-

EC urged to delay

cut in milk quotas
By Lionel Barber
In Strasbourg

THE EUROPEAN Commission
has recommended delaying the
introduction of a 1 per cent

reduction in milk quotas
because of falling butter con-
sumption inside the European
Community.
The success of butter substi-

tutes in grabbing market share
has persuaded the commission
to support instead a 5 per cent
cut in the intervention price

for butter from July 1. 1993, Mr
Rene Steichen, EC farm com-
missioner said yesterday.
Tbe 1 per cent quota cut was

agreed in principle last year as

part of a wide-ranging reform
of the common agriculture pol-

icy which attempted to reduce
production.

The idea was to cut milk

quotas by 2 per cent over two
years starting April 1. 1993.

Now the commission will

review the position next year,

with the possibility of a 2 per
cent cut to compensate for this

year’s delay.

Separately, the commission
has recommended granting
Spain a provisional increase of

500.000

tonnes in its present
milk quota of 4.55m tonnes,
starting April 1, 1993. But
Greece and Italy will have to

wait because the commission is

not satisfied with progress
toward setting up a national

agency to ensure the quotas
are respected by local produc-

ers.

Italy's excess milk produc-
tion amounts to 2.47m tonnes,

while its proposed increase in
the wholesale quota is 0.9m
tonnes, the commission said.

Greece is due to benefit from a
quota increase of 100,000
tonnes.

Greece and Italy have until

May 15 to show they can meet
the conditions set out in CAP
reform. By the end of July,

both Mediterranean countries
may be allowed to increase
guaranteed quantities of deliv-

ery for the 1993-4 marketing
year, subject to review by the
commission and approval by
the council of ministers.

Mr Steichen said the com-
mission and council must be
100 per cent convinced that the
milk quota regime would be
respected by all 12 member
states.

“This is all the more impor-

tant when the EC's agricul-

tural policy is moving further

in the direction of production

control." he said.

• The Commission has
approved the provision of
DM4.45bn (£185bn) national
aid to German farmers to com-
pensate for the revaluation of

the D-Mark in the 1980s. The
Bonn government's aid scheme
will continue until the end of

1995, with payments ranging
between DM1,00 and DM16,000
per farm.
The commission said the aid

was temporary, and was neces-

sary to avoid serious harm to

farmers' incomes in Germany.

Kalgoorlie celebrates the centenary of Hannan’s find

Kenneth Gooding on the chequered history and independent spirit of Australia’s wildest mining town

T he independence of

spirit that made Kag-
loorUe in Western Aus-

tralia one of the world's most
famous mining towns remains
as fervent as ever.

Tired of the long wait for the

state government to build a by-

pass to take the heavy con-
struction equipment used in

the gold fields around the town
Instead of through it, a group
of townspeople last year built

one themselves - state
bureaucrats are still scratching

their heads and wondering if

they can declare the new road

illegal.

Kalgoorlie today is in cele-

bratory mood. One hundred
years ago an Irishman called

Paddy Hannan found a gold

nugget in the desert and
started the Western Australian

gold rush, which brought gold

hunters flocking to the town.

Although Mr Hannan's luck
rapidly ran out and he died in

1929 in relative poverty, he is

still fondly remembered in

Kalgoorlie where the main
street is named after him and a

bronze life-sized statue
reminds visitors of the part he
played in developing Austra-
lia's gold industry, now the

third largest in the world.

The town's streets remain as

extraordinarily wide today as
at Hannan's time, designed
that way so that the camel
trains that brought supplies to

the town could turn easily.

When trucks replaced the

camels the animals were set

free in the desert and quickly

adapted to their new environ-

ment.
“KalgoorUe is where you

really feel isolated from the
rest of Australia," says Mr
Ross Kennedy, managing direc-

tor of Resolute Resources, a
small gold mining company.
"It is a place where you can

drink for 24 hours a day, gam-
ble for 24 hours a day, screw
for 24 hours a day or go to

church for 24 hours a day.

That's democracy. It also

makes the town virtually

crime free."

Paddy Hannan's find in 1893

attracted people from all over

the world to this remote terri-

tory. helping to bring economic

development to Western Aus-
tralia, which still has fewer
than 2m people in an area five

times the size of France.
The town's massive cemetery

is a stark reminder of the hard
times faced by the earliest

inhabitants or “diggers”. Water
was scarce (and still is), sanita-

tion was absent and disease

rife. In this area there are no
beaches and no mountains -

just red dirt, heat, files, gold
and nickel.

Tbe town is also a notorious

example of what damage
unthinking miners can do to

the environment Before Kal-

goorlie started to clean itself

up six. years ago and move its

smelters out of town, the coun-
tryside looked, according to

one executive, “like Hiroshima
after the bomb". Miners had
denuded the land of trees for

miles around and a smelter
next to the mine on the town’s

edge belched out all sorts of

nasty substances into the
lungs of miners' families,

including high concentrations

of sulphur dioxide. Not only
has the smelter been moved
but a five-year project was
started in 1989 to re-treat the

old waste dumps on the town's

doorstep to get out the remain-
ing gold and move them fur-

ther away.
“Sure you could smell the

sulphur dioxide in the air as

you approached Kalgoorlie,"
one mining engineer recalls.

"But the town had all the
sporting facilities you could
want and 29 pubs - what more
could you ask for.”

Kalgoorlie dealt more sue-

Paddy Hammw; in 1893 He was
the first man to dicover Kal-

goorlie's gold, but he died in

1929 In relative poverty

cessfully with other mining
town problems. Although pros-

titution is illegal in Western
Australia Kalgoorlie’s Hay
Street is renowned for its well-

managed brothels or "traps".

One madame sponsored the

local football team and one of

the players recalls that “there
was never any recruiting prob-

lems because there were spe-

cial prizes for successful play-

ers at the end of the season".

Hannan Street leads to the
waste dumps and beyond them
the Golden Mile, an area of one
square mile, the heart of a min-
ing camp that so far has pro-

duced mote than 1,300 tonnes
of gold or 42m troy ounces,

worth about A$20bn (£9.7bn) at

today’s prices.

Like most mining towns,
Kalgoorlie has had its downs

as well as its ups. For SO years

the Golden Mile housed a huge
number of underground mines,
often going deep underground
and where labour-intensive
methods were needed to

extract the gold.

Production peaked at 1.2m
ounces in 1903, a year when
Kalgoorlie had a population of

30,000

supporting 93 hotels and
eight breweries. The high cost
of getting out the gold gradu-
ally caught up with the deep
mines and activity In Kalgoor-
lie slumped until nickel was
discovered nearby.
"We felt we were at the cen-

tre of the world during the
nickel boom. In 1989 brokers
from London poured off every
plane that arrived," says Mr
Ron Manners, whose grandfa-
ther started a mining equip-
ment supply company in the
town and whose children
remain in control. He is

executive chairman of a small
gold company, Croesus Mining.

A ustralia’s share of

western world nickel

supplies went from
zero to 15 per cent in only
three years. The number of
employees in Mr Manners busi-

ness increased from four to 48-

Then the nickel price collapsed
and he layed off all but three,

closed his offices in town and
worked from his home
because, not only had the
nickel boom ended as rapidly
as it had begun, but Kalgoor-

lie’s gold operations were at a
low ebb. The last operating
mine on the Golden Mile, Mt
Charlotte, was about to shut

down in 1975 when rescue

came.
The gold price, previously

held at fixed levels by western

governments, was freed. If Mt

Charlotte had closed, miners

would have left Kalgoorlie in

droves. It would have become a

ghost town. The gold price rise

came just in time," says Reso-

lute's Mr Kennedy.
New technology also helped

to save the day for Kalgoorlie.

This technology, particularly

mobile milling plants and car-

bon-in-pulp recovery of gold

transformed the industry by

enabling miners to extract the

precious metal economically

from very low grade are, even

below one gram a tonne,

compared with the 40 grams-

a-tonne ore from the Golden

Mile mines was giving in the

early 1900s.

There were also innovative

mining finance packages pio-

neered by Australian bullion

banks. These Included such

things as gold loans at

extremely low interest rates to

be paid back from future pro-

duction.

A large number of open pit

mines using large treatment

plants were started around
Kalgoorlie, often on the sites of

the old deep-level mines.

In 1984 Mr Alan Bond, the

now-tarnished Perth entrepre-

neur, attempted to take the

economies of scale to the limit

by combining the many mines
on the Golden Mile into one. In

January 1989 he finally suc-

ceeded and agreed terms to

merge his group's interests

with those of Homestake, the

Government promises action on land title doubts
WESTERN AUSTRALIA'S new
coalition government would
act quickly to clear-np the
issue of security of land title

which was becoming a grow-
ing problem for the mining
Industry following a series of
federal legal court decisions,

including the so-called Mabo
high court decision, said Mr
Richard Court, the state's

prime minister, yesterday,
writes Kenneth Gooding in

Kalgoorlie.

During an unscheduled visit

to the Australian Gold Confer-

ence here Mr Court said the

Mabo case resulted in the high
court identifying for the first

time aboriginal native title in

Australia.

"The decision has suddenly
raised questions of ownership
over large stretches of Crown
land, particularly in the
Northern Territory, South
Australia and here in Western
Australia. In industries that

thrive on certainty, it has cre-

ated some uncertainties.’’

Mr Court said it might be
claimed that proper compensa-
tion had not been paid for land
on which title had been given
since 1975. "We could end up
with decades of legal disputes

which would drive investors
away."
He had set-up a top-level

cabinet sub-committee of min-
isters directly affected to
investigate every aspect of the

Mabo case and to liaise with

the federal government and
other states.

It might be necessary to leg-

islate to protect landowners
bat this shonld be done at fed-

eral level - “we want one law
for all of Australia**.

Mr Court suggested that, as

a last resort, if the uncertainty

continued too long, it might be

necessary to resort to a refer-

endum to amend the federal

constitution.

US-owned company, into Kal-

goorlie Consolidated Gold
Mines. This brought together

six open pits, five underground

mines, five mills and 1,500 peo-

ple: and its operations are

being transformed
. Into a

“super pit", one of the world's

biggest man-made holes, which

can be seen clearly from the

moon. It will be at least 5 km <3

miles) long, 2 km wide and up
to 500m deep.

When Mr Bond's financial

problems overwhelmed his

group, his share of the super

pit operations were sold to Mr
Robert Champion de Cresplg-

ny’s Normandy Poseidon
group. Not everyone believes

that this has been a change for

the best.

Mr Tom Bannerman, a law-

yer who set up shop In Kal-

goorlie in 1970, says the town
then was still one where the

Local community ran the show.

“Today the ethos has change!
The town is full of earth-mov-

ing contractors waving thdr
stubbys [beer bottles], the pubs

are full of strippers and the

town is more aggressive. I

don't like it"
However, the Super Pit and

exciting recent projects such as

the Kanowna Bell mine being

developed 20 km outside the

town by joint venturers Delta

Gold and Peko Gold, ensure
Kalgoorlie has at least 20 years

of thriving activity ahead of it

And yesterday, Mr Richard
Court who was elected West-

ern Australia's prime minister

only four weeks ago, again

promised, at the Australian

Gold Conference held as part of

the centenary celebrations,

that his government would
encourage private industry to

build a 2,000 km gas pipeline

from the state’s northern oil

and gas fields to Kalgoorlie to

bring cheaper energy to the

gold fields.

"We believe that the high
cost of energy is holding back
many projects in the area," he

sal! "and the pipeline would

reduce energy costs by up to 50
per cent. That level of reduc-

tion will not only encourage
more resource development
but also investment in value-

adding industries."

Russia inaugurates second joint-venture diamond polishing factory
By Leyla Boulton in Moscow

RUSSIA'S SECOND
joint-venture diamond polish-

ing factory was inaugurated
yesterday as part of an effort to
modernise the country's stone-

cutting industry.

The Intertrade joint venture

Is 60 per cent owned by a
Moscow city-owned construc-
tion organisation and Russia's

Committee for Precious Stones

and Metals. The rest is owned

by Belgium's Kaszirer Dia-
monds and Oltuski Spira
Diamonds, which have
invested some US$&$7m in the

project.

Western diamond experts
said that Kaszirer had been
suspended from De Beers’ Cen-
tral Selling Organisation last

year in connection with its

purchases of rough diamonds
from the Committee for Pre-

cious Metals and Stones. De
Beers has a five year agree-

ment with Russia expiring in

1995 under which the Russians
can sell only 5 per cent of their

rough diamond output on
international markets. But
they are free to sell diamonds
for domestic diamond-cutters.

Mr Anatoly Kondrashev,
Intertrade’s deputy director,

said the factory had started

operating in November but
that the official opening had
been delayed until yesterday so

that the joint venture could

show off its achievements after

a few months work. The
Moscow factory, employing 100

people, aimed to process up to

450,000

carats of rough gems a
year.

He said the joint venture
also wanted further down the

line to contract other Russian
diamond-cutting factories to
cut rough stones for it. "We
have more capacity to sell than
we have to cut," Mr Kon-
drashev said. He said the fac-

tory was paying dollars for
stones provided by the Com-
mittee for Precious Metals and
Stones. It would sell the pol-

ished diamonds it produced in
Belgium.
The other diamond-cutting

joint venture is an Israeli-Rus-

sian venture called Ruisdia-
mond, which has Imported
western equipment and is

teaching Russian workers to

polish the most difficult type of
rough stone. But while Inter-

trade is partly-owned by the
Committee of Precious Metals,

Ruisdiamond is
' close to

Almazy Rossii-Sakha, the Rus-
sian state diamond producing
conglomerate. The latter's

president, Mr Valery Rndakov,
then head of the old Soviet

gold and diamonds conglomer-
ate, was involved in conclud-
ing the 1990 agreement with De
Beers in return for which tbe
Soviet Union got a $lbn dollar

loan.
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MARKET REPORT
London COCOA prices closed
up to £22 a tonne weaker after

the nearby May broke through
what had proved to be fairly

solid support around £695 a
tonne in early trading, “I think

the chartists will be very excited

but there's no fundamental
reason behind today's fall," one
trader said. “It's just that In the
light of last week's downward
action and this week's
continuation, no one wants to

jump in front of the train." But
until either there is fresh
fundamental news or active

industry buying, prices look set

to slide further. ALUMINIUM

London Markets
SPOT MARKETS

Crude ell (par barrel FOB)|Aprj + or

Dubai £18.52 -6.62 -013

Brent Bland (dated) 51905-9 09 41.10

Brent Blend lAprj SIB.98-9 03 0.12

W.T.I (1 pm est) 520 46-054 CL21

Oil produd8
(NWE prompt delivery per tonne C1F t- Of -

Premium Gasoline 5197-200

Gas Oil £179-180 + 1

Heavy Fuel Oil £77-79 + 1.5

Naphtha 5174-175 + 1.5

Petroleum Argue Estimates

CMiar + or

Gold iper troy ozl+ S32G 05 4)4

Silver (per troy oz}# 358.5c + 2

Platinum (par boy dzl 53*5.50 + 0.75

Palladium (per tray oz) * £10375

Copper (US Producer! 99.50c

Lead (US Producer] 33.5c

Tin (Kuala Lumpur marttell Unq

Tin (New York) 263.0c + 1

Zinc (US Prime Western) 62.0c

Cattle (live weignrt 137.01 p + 3.43*

Sbaop (live •velghijt+ 118 02p -8.11-

Pigs (live weightlt 90.60p + 0.71*

London dally sugar (raw) £243 0 -5

London daily sugar (white} 52705 0.5

Tate and Lyle e>pon price £280.5 -2.5

Barley (English teed) Unq
Maize (US No 3 yellow] Cl 69.0

Wheat (US Dark Northern) Unq

Rubber lAprj^ 63.25p -0.25

Rubber (MayjV 63.75b -0.25

Rubber IKL RSS No I Feb) 220.3m -t

Coconut otl [Philippines If S437.5y -7.5

Palm ON IMaiaysianjf S410.0Z + 5

Copra (Philippines!? 5277.50 -25

Soyabeans (US) ElBI.Ou + 0.5

Cotton "A" index 61.90c + 0.25

Wool lops (84s Super} 39/p

t a Tonus unless otherwise staled, p-panca/kg.

c-con 13/ lb. r-ringgit/kg. y-Apr/May u-Mar/Apr
x-Aug. w-Feo/Mar z-Mar. ^London physical.

5CIF Hpnsidam. 4 Bullion market dose m-Ma-
Laysmn cente/Kg-^Shcep prices are now live

weight prices * change from a week ago. pravl-

-dcnol pntos.

dropped to the lowest levels for

around four months on the

London Metal Exchange,
reacting to news that January
IPAI producer stocks had risen

by 89,000 tonnes, against some
expectations of a decline.

Three-month metal failed to hold

$1 ,170 a tonne, and ended at

$1,169.50, down $12. COPPER
held in a narrow range, trading

below overnight levels

throughout, with resistance
building above $2,160 a tonne
for three-month metal.

Compiled from Reuters

5UOAH - London R« (£ per tonne)

Raw Close Previous High/Low

May 220.00 223.00 210.00

Aug 225.00 227.00 224.00

Whfia Close Previous High/Low

May 277.00 274.40 276.00 271.00

Aug 280.00 278.00 27BJ50 27ELOQ

Oct 258.00 254.50 257 00 252.00

Turnover; Raw 18 (23) lots of 50 tonnes.
White 1300 (18051 Parts- White (FFr per tonne):

May 1567.88 Aug 1613.35

CRUDE OIL - IPS S/barrel

Latest Previous High/Low

Apr 18.01 194)5 19.35 18.90

May 18.90 10.06 19J34 1890
Jun 18.91 18.10 10.32 1BJJ1

Jul 18.91 19.10 1979 18.91

Aug 18.93 10.14 19.34 18.93

Sep 1194 19.18 19-21 1894

Oct 19.23 19123 1979 19-23

Nov 19.23 19.22 19-23 10.23

Dec 1977 19.27 1874
IRE Index 19.07 19.20

Tumovar 28882 128921)

OAS Oft. - M 8/torme

Close Previous High/Low

Mar 178.25 17SJ0 178.00 178.X
175.75 175 GO 177.78 17660

May 175.00 175.00 177.00 175.00

Jun 175.25 1T4.T5 176.75 1T6JS
Jul 176.00 178.00 177.73 178.50

178.00 178.00 179-25 178.60

Sep 18025 17050 181.00

Oct 182.75 182.00 18060 18060
Nov 184.75 183.73 185.50 184^5

Turnover 21682 (20396) lota of 100 tonnes

WOOL
The Australian Wool Corporation's market
indicator, reached a now low for the pres-

ent selling season yesterday. It fell 1 1do
453c a kg and la getting closer to the low
point, 436 reached In the weak whan tree

market conditions relumed after tna col-

lapse of the floor price In February, 1881.

The latest forecast tor wool production thts

season is slightly higher man the preced-

ing estimate, and production next yoar la

tentatively estimated a! only 6% lower.

With consumption wall down mainly
because of Russia's continuing and appar-

ently indefinite absence from the market.

LONDON METAL EXCHAMOX (Prices supplied by Amalgamated Metal Trading)

Close Previous High/Low AM Official Kerb dose Open Interest

AlianMam, ML7% purify (S per tonne) Total daily turnover 38.752 ta»

Cash 11486-40.5

3 months 1169-70
1160.5-816
1181-62 1175/1168

1147-476
1168-08.5 1168 6-69

Copper, Grade A (£ per tonne) Total dally turnover 25.044 lota

Cash 1490.5-916
3 months 1518-17

1492-83
1616-17

1487/1488
1518/151 1.5

148588
1513-126 1518-17

Lead (£ per tonne) Total daily turnover 4635 Iocs

Cash 289-90

3 months 2966-99
287.5-886
297-976

2886
2996/2976

3B8.5-89
297.5-7 75 298-99

MdnH (S par formal Total daily turnover 5,100 tots

Cash 5073-85
3 months 8040-45

602000
0068-90 8070/8030

599085
0058-60 0040-50

Tin (S per tonne) Total daily turnover 1.488 lots

Cash 5875-30

3 months 5735-37
5665-75
5730-35

5892
5755/5730

5681-93
5720-25 5725-30

Ztac, Special High QraAa (5 per tonne) Total dally turnover 8607 kite

Cash 988.5-996
3 months 10(7-18

1003.5-046
HB3-226

1001/1000
1023/1018

9996-1000
1010-20 1018-19

LME Cloatng C/S rate:

SPOT; 1.4325 3 months; 1.4229 6 months: 1.4173 9 months: 1.41 14

LONDON BULLION MARKET

COCOA - London POX C/tonne

Ctoae Previous High/Low

Mar 882 696 690 680

May 887 708 709 685

Jul 700 719 719 090

Sep 713 731 730 711

Dec 733 751 750 731
*

Mar 752 769 TOO 754

May 786 783 774 700

Sep 792 812 803

Dec 818 835 833 828

Turnover 7636 (3577) Iota of ID tonnes

ICCO Indicator prices (SDRs per tonne). Dally

price for Mar 8 700.01 (7it OSi 10 day average
lor Mftr IQ 727.18 (732.72}

CNVII - Ijnrtnn VOX Vtonno

Close Previous Kgfi/Low

Mar 980 970 985 970

May 930 928 906 924

Jul 900 898 908 897

Sep 902 905 910 902

Nov 913 914 918 913
Jan 920 925 928 920

Turnover 1779 (21401 tola of S tonnes

ICO Indicator prices IUS cents per pound) tor

Mar 9: Comp, daily G&26 (56.04) 15 day average

67.36 157.45)

POTATOES - London POX C/tonne

Close Previous High/Low

Apr 39.4 39.3 390
May 41.2 41.8 416 406
Apr 94.5 94.8 94.0

Turnover 92 (91) lots ot 20 tonnes.

SOYAMEAL - tendon POX C/tonne

Close Previous High/Low

Jun 141.50 141.X 1*1.SO
Aug 14340 142.X 143.X

Turnover 20 (20) lots el 20 tonnes.

FHaOKT - London FOX SlO/Index point

Close Previous High/Low

Mar 1435 1415 1435 1430

Apr 1435 1420 1435 1414

May 1308 13X 1396 13H
Jul 1225 1212 1225 1220

Oct 1385 1355 1388 13X
BFI 1401 1394 1401

Turnover 238 (202)

{MAMS - London FOX C/tonne

Wheat Class Previous Htgh/Low

14460 14365 144.X
May 14560 145.10 145 58 144.90

Jun 14865 14865 146.50 14&25
Nov 111.00 liars 111.00

113.75 11360 113.75

Mar 1 1660 lift 10 116 50

Barley Close Previous Hlgh/Low

Mar 140.X 14060

Turnover: Wheat 249 (213). Barley 20 (29).

Turnover lou of IX Tonnes.

nos - London rax (Cash SatUemenO pAg

Close Previous Hfgh/Low

May 116.0 116.3 115.7

Jun 1146 1136 1136

Turnover42 1501 lets of 3^80 Kg

(Prices sup pi led by N M Rothschild)

Gold (troy OZ)

S price C equivalent

Ctaro 32690-326.20
Opening 338.40-32860

Morning fix 325 50 227.685
Afternoon tlx 326.10 227.835

Day's high 326.60-326.90

ay's low 325.70-326.00

Loco uta Moan Gold Landtag Rates (Vo US$)

\ month 2.60 6 months 243
2 months) 2.59 12 months 243
3 months 249

Stiver fix p/troy oz US cts equlv

Spot 24860 35760
3 montra M.M 350.90

8 months 255.X 36260
12 months 26220 369-20

COLD corns

8 price E equivalent

Krugerrand 320.00-329.00 2Z7.00-329.00

Maple teal 336 35-338 55 -

New Sovereign 78-50-7050 53.00-55.00

TRADED OPTIONS

Aluminium 109.7%i Ceils Puts

Strike puce S tonne Apr Jul Apr Jul

1125 37 65 3 10

1160 W 48 10 IT

1175 7 33 23 29

Copper (Grade A) Calls Puts

21X 60 91 10 25
2150 27 61 29 45
2200 10 38 61 71

Coffee May Jul May Jul

900 55 52 26 53
050 X 34 61 X
I0X 14 22 65 123

Cocoa May Jut May Jul

725 9 30 47 55
750 5 22 68 72
775 2 16 X 91

Brant Crude Apr Msy Apr May

19X 20 82 9 X
1950 i 29 29 57

2000 16 X

New York

GOLD 100 Troy oz.; 5/tray 02.

Close Previous Hlgh/Low

Mar 328.3 326.6 328.0 326.0

Apr 326 8 327.2 327.5 3256
May 327.5 3276 0 0

Jun 327 9 328.4 328.8 327.1

Aug 329.5 323.8 3306 328 5

Oct 331.0 331.3 330.8 330.8
Dec 332.5 332.8 333.0 332.0

Feb 334.1 334.4 333.8 3336

PLATINUM 50 troy oz; Wray oz.

Close Previous High/Low

Apr 346.8 3*5.1 346-4 344.0

Jul 344 4 3436 345.5 3425
Oct 3436 342.7 344.0 342.8

Jan 341.7 3412 340.5 34Q.0

SLYER 56X troy oz: cents/troy oz

Close Previous Hlgh/Low

Mar 356.1 355.7 3585 3650
Apr 357.1 356.7 0 0
May 358.2 357.8 361.0 3555
Jul 360.8 3606 363.5 359.5
Sep 363 1 362.7 3845 382.5
Dec 3867 366.3 389.6 360.0
Jan 307.1 366.7 0 0
Mar 370.4 370.0 3725 370.0
May 373.0 372.8 0 a
Jill 376.7 3766 0 0

HIGH GRADE COPPER 25,000 lbs; cents/lbs

Close Previous High/Low

Mar 95.65 94.X 9565 94.78
Apr as.ro 94.85 96.10 9500
May 9B.20 95.25 96 60 95^0
Jun 96.65 9560 96 15 96.15
Jul 97.05 96.X 97.20 96.25
Aug 9705 96.40 96.X 9690

97.70 96.00 97.75 9590

CRUDE OIL (Light) 42,000 US gaits S/barrel

Latest Previous Hlgh/Low

Apr 20.37 20 68 20.88 20.30
May 20.45 20.76 20.94 20 42
Jun 2050 20.60 20.97 20.45
Jul 2061 20.01 20.97 20.48
Aug 2051 20.81 20.94 20.49
Sep 20.52 XX 2059 2llS0
Oct 20.54 20.79 20.87 20J8
NOV 20 85 2a78 20J3S 2589
Dee 20.5! 20 78 20.85 20.51
Jan 20X 20.73 20.60 2080

HEATMG OIL 42400 US galls. conWUS galls

Latest Previous High/Low

Apr 57.X 58.26 59.40 57 70

May 5580 57.45 SBM 56.75

Jun 58.10 5570 57.40 5510
Jul 5520 5570 57AO 3520
Aug 57.05 57.28 5730 57.05

Sep 5750 5526 58.50 57.50

Oct earn 90.24 59.30 59-00

Nov 80.00 8507 60.40 60.20

Dec X-50 80.90 61.66 6030
Jan X5S 6135 61-55 60.65

COCOA 10 tonneKS/tonnes

Close Previous Mgh/Low

Mar 830 800 MO MO
May Ml 678 000 090
Jul 888 90S 884 875
Sep 913 928 917 099

Dec 947 959 951 936
Mar 960 992 98b 970
May 1002 1014 996 992
Jul 1023 1035 1015 1015
Sep 1051 1063 1040 1041

Dec 1076 1068 1076 1076

COFFEE “C
-
37,5001 bs, cento/Rn

Close Previous Hlgh/Low

Mar 60-00 00.50 60.00 59 50
May 02.35 03.75 63.00 81JM
Jul 64.25 05.65 66.65 63 85
Sep 6500 67.25 67 .20 66.70

Dec 68-55 6570 69.70 68.10

Mar 71-30 72JS 72.20 71.25
May 73.X 74.15 73.75 73.X

SUGAR WORLD It’ 112,000 lbs; cents/lba

dose Previous Hlgh/Low

Msy 10.15 9SB 10.19 9.79
Jul 10.35 10.08 1035 10.01
Oct 9.61 9-35 9-82 9.30
Mar 9-20 ax 921 aso
May 9.18 9.X 9.X 9.01
Jul 9.21 9.08 0 0

COTTON 50,000; cents/lba

Close Previous Hlgh/Low

May 84.02 62.06 6482 02-97
Jul 65.67 63.88 85.70 64.06
Oct 6*35 63.24 64.40 Bang
Doc 6323 62.05 03.30 62.30
Mar 9*00 62.78 64.00 83.X
May 64.X 0330 04JO 84-26
Jul 0*05 04.00 0 0

ORANGE JUICE 15.000 lbs; cents/tbs

Close Previous Hlgh/Low

Mar 7490 74 aS 75.00 73.78
May 76.50 7790 77 JSS 7ft 10
Jul 79.85 80.40 00-75 79.20
Sap 02.00 S3.00 B3.4G 81.X
Nov 84JO 65.50 86X0 84JO
Jan 8690 B8X 83.00
Mar 88.00 89.00 90.00
May 8830 89.00 0
Jul 8930 XX 0 0

INDICES

REUTERS (Base:September 18 1931 •
100

)

Mar. 10 Mar 9 mnth aao yr ago
17X3 1 763-2 17431 1016.0

DOW JONES (Base- Dec. 31 1974 *. 100)

Mor.fi Mar.

8

mntll boo yr aoo 1

Ski 123.92
Futures 128J6

123.54
120.15

123.73
125.64

IIB.81

122.X

Chicago
80VABCANS 5,000 bu min; cents/BOlb bushel

Clam Previous Hlgh/Low

Mar 580/8 57470 581/4 573/6

May 983/2 577/2 684/0 577/0
Jul 588/2 662/4 689/0 581/4

Aug 500/2 585/0 S80/4 584/4
Sep 591/4 585/4 692/2 565/8
Nov 697/4 591/8 587/

6

5B2/0
Jan 604/2 599/0 604/4 589/8
Mar 611/4 608/4 811/4 80770

SOYABEAN OIL 60.000 lbs; centa/tb

Close Previous Hlgh/Low

Mar 20£6 20.94 21.14 2038
May 21.17 21.18 21J8 21 12
Jul 21-33 21.36 21

X

21 30
Aug 21-36 21.41 21.06 21 36

21.42 21.45 21.87 21.42

Ota 21 JO 21.47 21.66 21.48

Dec 21.65 21.62 21.85 21.X

SOYABEAN MEAL IX tons; S/ton

Close Previous Hlgh/Low

Mar 177J 178.5 178.1 178.5
May 17H.7 178.1 18Q.1 178.3
Jul 181.8 180.3 1823 180.4
Aug 183.1 181.6 1X4 18L8
Sep 184.3 182.8 184.7 183.3
Oct 185.6 184.2 1X3 104J
Doc 1X.5 167.2 183.0 187.6
Jan 180 7 188.7 0 0

HiGri:

FOR 23

MAIZE 5,000 bu min; cents/SM bushel

Cioae Previous Hlgh/Low

Mar 215/8 214/0 21672
May 222/2 220/8 222/0 220/2
Jul 228/6 227/6 229/2 227/0
Sep 234/2 233/8 234/4 232/6
Dec 241/2 241/2 241/4 240/2

24070 248/0 240/0
May 252/0 2S270 252/4
Dec 249/4 249/4 249/4 24970

WHEAT 5.000 bu min; cents/80!b-buahel

Close Previous Hlgh/Low

Mar 30670 38770 367/t)
Mey 327/0 331/4 332m
Jul 30770 309/0 310/0
Sop 310/8 31372 313/0
Dec 318/4 32174 321/8 31870
Mar 324/0 323/0 324/D 324/0

LIVE CATTLE 40.000 lbs; centa/lbs

Close Previous Hlgh/Low

Apr B2.3X B1.7X 82-350
Jun 7ftIX 76.800 76.2X
Aug 72.125 71.87B 72.1X 71.800

72.875 72S2S 73.1X
73.600 73.800
72.900 73.200

Apr 74.2X 74.175 74.OX
LIVE HOGS 40.000 lb; centalt»

•V

,

Close Previous

Apr 40.250 40.373
Jun S3 725 S3MO
Jul 51.550 51 .050
Aug 40.675 48 700
Oct 43.7X 43.700
Doc *4.050 44.700
Feb 44 750 45,000

48.000
54.100
31.900
48.000
43.750
44.850
44.700

PORK BELLIES 40,000 lbs; cams/ID

47.900
63-400
61280
4ft2X
43.100

44-300
44.500

hfry
P^Uf,Es and

Clou Previous Hlgh/Low

Mar 47.173 49.175 60.350 47.1 7S -A
'

May 46.400 50225 51.900 *A»S
.

Jut 4*775 60.430 61.700 40.450
•

t .

*

Aug 47.0X 49,050 60060 47Q50
i '

.

Fob 50-060 32.890 63X0 50-890
' "

Mar 60 350 52-250 31.660 50.250
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LONDON STOCK EXCHANGE

Steady close after an erratic session
By Tony Byland,
UK Stock Market Editor

CITY analysts took a generally
favourable view of trading fig-

ures announced yesterday by
several leading British compa-
nies,. and the stock market
closed firmly after a session
overshadowed by caution
ahead of neat week’s UR Bud-
get. The .final hour of business
saw shares moving ah*ai\ ^
spite of a dull start in New
York, where the Dow Indus-

. trial Average was 12 points off
.in .London trading hours. A
new cut In repurchase rates by
the Bundesbank encouraged
UK investors.

The FT-SE 100 index traced
an erratic pattern, with a fall
of 5.5 points transformed into a
net gain of nearly 12 by mid-
morning. With most of the
day's list of company results
then . in the market, share
prices moved around overnight-

levels, losing heart for a while
before turning upwards again
at the dose.
The final reading showed the

FT-SE 100 at 2356.7 for a rise of
6.8. .Chart specialists were
happy to see the 2,850 line held
but sounded a little less confi-

dent that the 3,000 mark can be
attained before the UK chan-
cellor delivers his Budget on
Tuesday.

Trading volumes remained
high, although the day's Seaq-
reported total of 6863m shares
contrasted with 783.1m on

Tuesday, when retail business
was worth £l.53bn. Non-Footsie
business returned to more
average levels yesterday, at
around $3 per cent of overall
trading. However, the FT-SE
Mid 250 Index slipped by 1.4

to 3.1173.
The search for further signs

of economic recovery found
some encouragement from
company repom. Both BAT
Industries and Cadbury-

Schweppes did well after prof-

its announcements. The stock
market is now scanning com-
pany statements eagerly and,
although prepared to be told

that profits were hard to make
last year, responds readily to

indications that the clouds are
lifting.

Vickers, the defence and lux-

ury car manufacturer, gained
ground following results and
news of a £60-5m rights issue.

The much-heralded flow of
rights issues has, so far, proved

less threatening for share
prices than was feared only

two weeks ago.

Reductions in some interest

rates in Belgium and the
Netherlands also encouraged
investors, but suggestions that

the Bundesbank might make a
further move downwards
found little credence among
London strategists.

TRADING VOLUME IN MAJOR STOCKS
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Both marketraaking firms
and fund managers have begun
to consolidate trading positions

ahead of the UK Budget Ana-

lysts are in general agreement

that the chancellor will dis-

close some fiscal tightening
measures.
Some believe that the appar-

ent fragility of the economic
recovery will keep such tight-

ening to a minimum, and are
of the view that harder mea-
sures may be held back until

December. However, the mar-
ket is counting on a further cut

in base rates, if not on Budget
Day, then very soon after-

wards. Another firm perfor-

mance by sterling yesterday

buttressed confidence in the
City’s expectations of a Budget
rate cut.

• The London Stock
Exchange announced yester-

day that, following the quar-
terly review iff components of
the FT-SE 100-share Index.
Asda will join, the index and
WJL Smith wifi be removed.
Further details of changes in
market indices are shown on
Page 26.

FT-SE Actuaries Share indices TF'L UK SERIES

FT-SE 100
2956.7 +6.8

FT-SE UID 250
3117.8 -1.4

FT-A ALL-SHARE
1438.12 +2.54

WMWsW 4.1*
MiaraMdps. 877

Carrs® 3*n
88

.60 838
481 -7
3631 -1
190 -2
OB -4
sa -u

3GB 6341, 4J1J
278 568YtattUm Utter.

Bsasd on tha WMtaa volume tar a. Mitotan ol Mpha MCUrtUaa 4w& tttroutft 8EAQ ayttam yosmrtay until 4*Opm. Trsdaa t* on* million or
flwi iff rounded down.

Account DmUna Dates

Rnd DaeUngr
Mar 1 Mar 19 Marta

Option Oadaratiom:
Mar 11 Mar 29 Apr IS

Leri Oaallaga:
Mar 12 Mar 26 Apr 16

AccotiM D*r
Mar 22 Apr 5 Apr 28

Heavy
pressure

on Bass
TALK OF farther downgrades
following presentations by the
company sent Bass tumbling
and pulled down other brewing
and hotel groups in its wake.
Analysts said worries over
trading at Holiday Inns, partic-

ularly -in continental Europe,
had been raised at thie meet-
ings. Domestic brewing mar-
gins were also said to be under
pressure as Bass responded to

an aggressive push for market
share by Courage.
Other concerns highlighted

by analysts included higher
than expected interest charges;

and margins on soft drinks fol-

lowing an increase in
,

sugar
prices.- fAffer James. Capers
downgrade -on Monday, yester-

day-saw UBS Phillips & Drew
snipping its forecasts and a
number of other houses ready
to follow-suit
However, while weakness is

seen in the short term domes-
tic brewing market many ana-

lysts still regard Bass as a poei-

tive long term investment The
shares closed 10 adrift at 583p
after turnover of 42m.
The bearish news on Bass

dragged on other domestic
drinks stocks. Whitbread “A”
declined 7 to 481p and Scot-

tish & Newcastle 3 to 4S2p.

Queens Moat Houses, which
has franchises for some Holi-

day Inns, dipped 3 to 47p in
heavy volume of 6.6nL The
stock was also disturbed by a
negative note from NatWest

NEW HIGHS AND
LOWS FOR 1992/93

new HWH» (ZOO).

unman fundsm othba room
HTBKST 09 AHc*n Dm>. 11 Hpe '10. Aslan

Oov. 104, pcm AMERICANS (ISJAmar.
Express. Amor. T 11. Bankers NY. Ghasa
Mamaftan. CJOoorp^ Conn Sank. Eaton,

OWaVa. Low's. Rep NY. Varliy, Whirlpool.

CANADIANS (<) can. Pacflfc. Imps rial OH,

Nova Carp, of Albans. Trans. Can. Plpa.

BANKS (II Alttad Irtah. AaaM. Bk. Seat.

9Vpc PI.. Deuisdia, Fi4L Nan. Ausl Bk..

R)4. Bk. Soot. Standard Cftartfl., BUSME8S
' SENYB (t) IS3. Sarco. Tima FYodB..CHCKS
(41 BASF. Scdarlng. Wotetanfrahna Rtafc.

Yorks.. CONGLOMERATES (1) AGA. COMIC
8 UUNSIKCN (2} Bool (HI, Eva.

OfcmCALS (») Jonoa SlrootLMotorola.

Sony. ELECTRICITY (9] Easwn. London.
Worths rn. Morwab. Soot Powar. Saaboard.
South Western. Sotfftam. Yorks,
BlECTROMCSn BoMOiorpa. Control

Tooho .
Grtsaham. OA. Laarmoam 6. Buretam;

ENG AERO (1) WacSand. BM GEN <q Ctyrta

Blowers. Concentric. Dickla. Poweraermn.
Tranafar Tad*., Vosper. POOS MANUF (8)

Avonmora. Barr. Cadbury SohtaMtpaa.

EvarML UnHovar. POOD RETARWGJ4)
ASQA. Gaaat toaland. M 8. W. HEALTH
• HSBHOLD (1) Amaranam. HOTELS 8 LOB
m Kurtek a 1

, pc Pi, stakla. srantay.WB
COMPOSITE (1) Amor. Gan.. MSCE LIRE

(8) Lapel 8 Gan.. Lincoln Nett., IBd. Frtendty.

INV TRUST* (40) MEDIA f2J Mood U no.

Johnson Press. MERCHANT BAMKB (B)

Cloaa Brae.. Sehrodera. Do N/V. MIL S
MTL FORMNG (1) ChamoerHn ft HjlLIWC
m Ctotedea tnu, aionchowlon. MOTORS
(4) BSO. First Twh., (JKN, HeWys.OR.ft.
GAS (4) Command, OcddsmaL Royal OuKh.
Sampa. OTHER HNCL (9) Daiwa. taory ft

Sine. Lon. Forfaiting. M ft a Snrta New
Court, Do PL, OTHER MILS (5) BH Projx.

BTH WbU Do Wtt. T&96. Karris (PL
UcXachnla. PACKS. PAPER ft PflNTG (4)

APL Jarvta Porter, uactanane. Portals.

PROP (B BriL Land (Jareoy) 8*spc Cv. '11.

Brimon E«U Oaoenham Taweon. Frogmoro

EaM.. MalynauL Ssteiand, STORES ffl
-

Brawn (NJ. Courts. French Cormewlon. QU6.
Marks ft Spilncer. TEXTS (4) Baird.

Claramors GhnB.. DawhtraL Leeds.
TRANSPORT (9 AH Nippon. GATX LOTS.
Mama; Doda, Sea ConMnars. MATER
(«) Chaam. Svidh WasL Thames, Wemx,
MOES CD Capa Ranoa, Western.
NEW LOWS (SV
BLDG MAILS (1 J Bliss ati (AJ. BIG OEM
(1) WeUmen. WV TRUSTS (1» SPLIT Inc.,

MEDUd) Blrfnude. WBG ft) 8toneMU.

Securities which suggested
that the hotel group may be
adversely affected by the new
accounting procedures.

Standard volatile

A turbulent Bession In Stan-

dard Chartered saw the bank's
shares tumble on the revela-

tion of much greater provisions

than expected for losses in the

Indian stock market However,
the shares staged a remarkable
rally which left them at their

best level since the market
crash of October 1987.

Activity was the second
highest since turnover records

were first logged, at the time of

Big Bang in late 1986. Some
i9m shares changed hands yes-

terday, second only to the 48m
traded on June 19, 1989, when

• Cazenoye placed Sir Y,K. Pao’s

10 per cent stake. :

. However, the start of trading

sqw Standard shares. drop to

659p ifallowing - -the figures

which included a shocking
£272m provision against losses

In the Indian stock market,
well above most analysts’ esti-

mates. But further examina-
tion of the results, revealing

strong underlying profits, and
also the opportunity to grill

the directors at the post-figures

meeting, brought a reassess-

ment and subsequent flurry of

profits upgradings by analysts.

By the dose the shares had
. pushed up to finish a net 25 up
at 716p. Mr Derek Chambers at

Carr Kitcat&Aitken lifted his

current year forecast to £350m
and told clients to “buy on
weakness”. He underlined the

good underlying profits perfor-

mance and the fact that Stan-

dard's record indicates that

some release of loss provisions

is more likely than further
increases.

Lehman Brothers moved
their current year estimate up
to £400m and highlighted the

bank’s dividend potentiaL

Rolls-Royce worries

A bout of nervous selling hit

Rolls-Royce, the aero-engine
and industrial power group, on
reports that the company will

announce job cuts of as many
as 5,000, against previous esti-

mates of under 3,000, when it

reports figures today.

Analysts were concerned
that such a move would result

in a higher level of provisions

against the 1992 results, sug-

gesting that profits may fall

below the £50m predicted by
the more pessimistic research-

ers. The shares responded by
failing 6 to 129p in trade of

3^m. with analysts still expect-

ing the company to announce a
cut in the dividend.

. A farther blow to sentiment
flflinB from news that airliner

China Southern had placed an
engine order with Rolls' rival

General Electric for engines to

power its new Boeing 777 air-

crafts, an order many had
expected Rolls to win.

A £26m provision for losses

incurred by its Sovereign

Marine & General subsidiary

and to a lesser extent the

halved quarterly dividend, at

first triggered a big slide in

Willis Corroon shares,

although they later rallied to

^^AU~Sh^r^lmfex

-V.F~
/'‘IMS
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end a busy session only mar-
ginally easier. At their worst

the shares touched 178p; they
closed a net 2 off at iSGp. after

turnover of 3m.
Mr Nick Bunker, insurance

broking analyst at Hoare
Govett said “As a broker. Wil-

lis is as well placed as any of

its peers, but the Sovereign
losses are a potent reminder of
the snares that lie in wait for

the unwary marine under-
writer." Hoare is sticking with
its 1993 forecast of £72m.
Barclays Bank eased 2 more

to 411p on 5.3m traded and Nat-
West lost 3 to 444p on S.lm as
instltntlons continued to

switch into the likes of Lloyds,

marginally . higher at 557p.

HSBC jumped 9 to 563p, also

helped by switching business.

Sun Affiance was the pick of

the composite insurance sec-

tor, the shares adding 4 more
to 346p on very heavy turnover

of 5.8m shares. BZW reduced
its estimate of 1992 losses from
£l55m to £l00m with Mr Trevor

May, composites analyst at

BZW, citing the speed of recov-
ery in UK underwriting, as evi-

denced by Guardian Royal’s

good results, for the change in

his forecast

Oil group ij»nnn mmp under
pressure, retreating 3 to 187p

on exceptionally heavy turn-

over of 10m, with one securi-

ties house said to have
unloaded a block of 3m shares

at 187p. Lasmo’s preliminary

figures are due on March 24.

Lasmo shares have fared
badly compared with those of

Enterprise OIL its closest rival

in the exploration and produc-
tion sub-sector.

Enterprise, boosted on Tues-

day by news of its participa-

tion in a substantial oil find in

the Norwegian sector of the
North Sea, edged up to 508p in

spite of news that Norwich
Union, one of the UK's biggest

institutional holders of oil

shares, has reduced its stake in

the company over the past
year from 7.98 per cent to 6.99

per cent, via the sale of more
than 3m shares. Enterprise
reports preliminary figures
this morning.
Renewed confidence for the

current year lifted Vickers,

which reported losses worse
than market forecasts, and a

£60.5m rights issue, also lower
than predicted. The shares
gained 6 to 124p.

Confirmation of a significant

order from Rank Xerox boosted

Tadpole Technology and the

shares added 9 to 329p.

Suggestions that British
Aerospace would soon
announce an order for Hawk
aircraft saw the shares move 8

ahead to 280p. Another firm
expecting a big order was
Westland Group, currently vis-

iting Scottish institutions. The
shares firmed 4 to 168p.

A sharp rise in profits and an
increase in the dividend at

BAT Industries cheered the
market and the shares moved
18 ahead to 955p. &* 101*1997
International conglomerate Tma\*iB7fiZ

Hanson gave up 3 to 254p, after

SG Warburg was said to have
changed its recommendation
from a hold to a sefi. Turnover r»&>
was 82m.
Results from Medeva were

well received, the shares
adding 10 to 235p. Nikko Secu-

rities is forecasting an upside

of 300p on a 6-month view.

Good results from Cadbury-
Schweppes sent the shares rac-

ing forward, closing 14 ahead
at 508p. A series of upgrades by
analysts followed, with
Nomura lifting its forecast
from £370m to £400m, although
the house remains cautious
over earnings growth and the

premium rating.

Smith New Court raised its

forecast from £375m to £395m
and retained its but recommen-
dation. the broker arguing that
although the shares may not
outperform in the near-term,
the stock remained a good lon-

ger-term investment
Bannana importer Geest was

the subject of some takeover

speculation as the shares con-

tinued their recent upward
surge. US food outfits. Dole
Group and Chiquitta were
being mentioned. Geest is a
beneficiary of an EC bannana
agreement which comes into

effect in July. The shares
jumped 8 to 474p.

Asda anticipated the
announcement of its impend-
ing inclusion in the FT-SE 100

Index, the shares continuing
their good run, closing 2%
higher at 72p. Turnover was a
combined 55m shares.

MARKET REPORTERS:
Christopher Price,

Joel Kibazo,

Sieve Thompson.

Other market statistics,
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Note Price E
"Starts" £Jms of bRvsYMra)
Trass lOpc 1933#— IDOUtt
lZtact1

8pet
T«813J,DC1!

8*z pc 1B94 ... ,Wwl
6efi 13>ipc 1994
Tnk. like La. 1904$-
Bs3i125pe1B94L^

—

ummmm—
12pc 1635

Bril Spc 6a 90-96_
IMspe 1995

tot izvpc less#-

Omnlon 1 (fee 1968.
Tot 13\,pe 19S77t$_.

KarlB
0*»

ctap % Mri 9 ter 6 M» 6

Tev

Wo
Earring!

lUd%
OMdaad

rtaU%
P/E

Rate

Xdati)

tfte

FT-SE IN 2956.7 + 02 29499 29573 29221 25224 614 4*6 2682 1*45
FT-SE U6 2SD 3117S 31192 3)19.7 3107* 2505*i 661 4.08 1915 9*0
FT-SE-A 350 1456.7 +02 14542 14571 14423 1227*

1 624 408 2a43 6.11
FT-SE SnriTCsg 156557 +ai 156297 156093 1554*8

e_
621 408 2677 579

FT-SE SmaKta a te» Trusts 1563LDI +02 156645 155472 155608
•_

580 4*2 24 E6 5*2
FT-A ALL-SHARE 143812 + 02 143558 143822 1«413 •213*7 618 4*8 2673 598

i CAmu- soonspii) 949*4 -09 95780 962.44 95748 79720 592 445 21.98 1.70
2 Staring MJMrtririZn 95845 -27 984.76 991*2 991*4 974*1 540 5*1 2560 077
3 Contracted. Construction! 29) 813*7 -1.1 823.15 82459 82243 891.45 2*5 5*1 SOOOt 1*6
4 EtadriettM) 274259 -07 276358 2771*6 2754*8 250623 5*2 529 2474 125
5 SKtrariksI35) 2561*1 -05 2575*7 2819.10 2617.73 1849*3 622 3*4 2038 15*6
6 BigfewflnftAAfnpaca[7) 35831 -0.7 361*6 36633 361*4 349*3 184 4*8 1294 1*3
7 Engiie8rtis-SanBcri(52) 5645] + 64 SS200 562*8 55911 501.95 7*5 424 1815 1 70
8 Metate 8 Mate) Formngjll) 386*4 -07 389.74 39245 39613 330*8 448 3*9 32.4? 034
9 UatosfiB) 40756 + 0.7 40424 404.01 40342 323.15 618 678 27 52 0*0
10 OBw teriStTttSOB) 209452 -69 211945 2113*6 209216 1581*1 5*4 4*7 2068 639
21 CnaUUEII HHWpOJl 1750.77 + 0.4 1744*8 1738.76 172600 165961 671 *43 1653 637
22 Bnwisand DStOss(28) 200152 -03 2007*7 2003*0 1950*1 2105.42 842 379 1449 1610
25 Food MOT/tacnrintfaffl 1471*4 + 66 146230 1459*9 >447*2 127093. 7.08 *65 17*4 1*4
26 Food RetaBng(18) 330750 -62 331636 332660 327297 2851.18 7*9 317 1693 2-40
27 Hotel ft HousitatiripQ) 390263 + 1* 383637 3797*5 3797*7 4219.99 5*5 006 1645 21*5
29 Hotels and LdsurapO) 1363.78 -61 136628 135641 1350*8 1326*3 5*8 5*5 22 76 1448
30 Uaria(33) 190316 -64 1909*9 190621 188623 1547*7 544 2*3 22*2 *30
31 Paricagn and Paj»rf23) 85822 -64 861*0 884*7 86184 76606 628 084 19*6 057
34 StO«09) 116858 + 63 118248 1161*6 1145.19 1051*0 6.14 312 21*1 2SZ
35 Tex8tes(20) 608.16 + 63 80603 B00.99 798*7 669*2 609 094 2078 066
40 OIKS «UWPS(14S) 154359 +03 1537*0 1545*0 153081 122113 7.92 4*1 15*7 4*4
41 Busines Skv*8s(27] 1684*0 - 02 168822 1697.14 168696 1388.79 532 *07 2117 648
42 Cfwm*ae(23) 156112 -61 156241 155672 1554*7 148267 564 468 ?252 067
43 Congtantatatal U 151659 -OB 152618 153659 152612 1352*9 687 528 1647 1*31
44 Transport 61 297150 + 04 296000 2947*9 292246 2414.72 719 401 1681 349
45 Qearfc8y(i6) 173657 + 09 1720*3 172058 1713*7 1194.72 12.48 438 1630 1654
46 Tetepnons NBtw»ta<4) 179104 +as 1782*1 1807.78 177646 1406.15 7*5 382 17 71 1.63

47 Vfatotl31 3554*6 + 04 3542.17 353925 363616 2380*6 1271 4.99 674 11*3
48 Mtataanaous(32} 2468*5 + 13 243726 2484.12 242289 181692 657 4*7 19.00 1*4

49 DKXtnWAL GROUPfGSQ 149037 +61 1468.43 149002 147617 1303.76 698 *92 1787 468
51 O & GM18I 2441.74 + 63 243402 2441*0 2426.10 201611 5*8 522 2611 2*60

59 '800* SHARE W0O^683) 1577.13 +62 1574.77 157678 156283 1371.48 637 4*6 1824 602
61 FINANCML fiROUjpq 1001Ol +63 997.57 100262 987*9 707.72 3*4 4.43 62*2 600
62 Bmks{9) 1378.40 + Q4 1373.17 1383.46 1357.74 877.73 4*2 4*0 3369 1086
65 Insurance (UteX6) 2048*8 + 64 2040*0 2049.74 201772 143234 2.47 444 71 40 000
68 tana (Compott»)(7) 68676 +63 664.78 668.44 657*2 46719 t 4*6 t 525
67 insurance SrokanflO] 80603 +61 80648 811*6 797*7 978*2 728 517 1653 642
68 ItertXM BateolB) 61235 -62 613*6 617*9 617*1 464*3 692 074 1901 232
68 Prop9ft/28) 75184 + 65 750*8 750*2 74617 70482 7.44 556 17.40 135
70 Otfter Rnanda<23) 349.40 + 64 34815 345*2 343*5 243.42 628 4*9 20*2 1.10

71 MvoMmarti T/usto(107} 1478*4 +0.1 1477*1 147090 146923 117679 225 2*7 44*6 685

99 FT-ftAU-aiAffi(7gq 143612 + 62 1435*8 143622 1424.13 121187 618 4*8 20 73 5.90

Hourly movements
OftBD 9*0 1688 11*0 12*6 13*6 14*0 15*8 1618 Hgh/dar Lfltt/taT

FT-SE 100 29504 29558 29617 2953* 2*49* 29465 29566 29521 29565 2961* 2944.4
FT-SE «H 268 3114* 3113* 31174 31164 31164 31164 3115* 31163 31176 31187 3112*
FT-SE-A 898 1453* 14580 14566 14564 1453* 1453* 1454.1 1454* 14562 14567 1451.4

Gross cfivMTend ySU (ACT el 25ft) FT-SE 100t 4-08%

FT-SE Actuaries 350 Industry Baskets

(Mr DtaB sa HIM na 12JB 1U0 u

a

1180 1810 Dm
i

dost tafe

Contra 18060 16060 16043 16031 1591* 1591* 1591

0

15859 15860 1563* 1605.7 -22.4

HnMIH 1159

*

11660 1166* 1166* 1165* 11648 11656 11673 1171* 11764 1157* + 184
Water 1464.1 1465* 1467* 1467.4 1467* 1467.1 1487* 1489* 1470* 1469* 1464* + 61
tab 16667 16660 18667 16680 16683 1664* 16673 107*0 1073.4 16747 1667.9 + 68

RrMML

Additional Information on the FT-SE Actuaries Share Indices to pubBshad in Saturday isauo*. Lisa of consumems are available from The
Financial Timas Limited. One SoudneaiX Bridge. London SE1 OIL The FT-SE Actuaries Soars maleas Service, which covers a range ol electronic
and paper-based products relating to these indices. » available from FINSTAT ar ms same addrasa
The increase In the size of the FT-Actuaries AIL8hare index (ram January 4 1983 mesne Dial tns FT 500 now con tains more stocks, n has been
renamed the FT ‘900*. r Sector P/E redos greater than 80 are mH shown t Values are negative.
The FT-SE 100. the FT-SE Mid 250 and the FT-SE Actuaries 350 indices are compiled by ms London Slock change and ma FT-Actuanes
All-Share Index to compiled by The Financial Times Limned, both In conjunction with the Institute Of Actuaries and the Faculty ol Aouarles under
e standard set of ground rules. c The InternalIona! Swell Exchange of the United Kingdom and Repunllc of Ireland Limited 1883. c The Financial
Timas Limited 1883. All righto reserved “FT-SE" end "Footsie" ere (obit bade marks and service marks ol the London Slock Exchange and The
Financial Times Limited.

The FT-SE Aciuarles Snare Indices are audited by The Wli Company
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FINANCIAL TIMES EQUITY INDICES

Mar 10 Iter 0 Mar 8 Mar 5 Mar 4 >0Q HW1 LOW

QOTary akara 22965 22940 2293.4 2265* 2256* 19686 22965 16760
Onl tfv. yWd 4*4 425 4*6 4*0 4*1 4*6 5*4 423
Eanvio yU % fi* &S6 5*4 5*5 5*7 898 848 - •

P/E taBo nel 26*0 *1.04 2699 20*5 2692 1655 22*1 1579
'

P/E ratio ni 19*2 1639 19*4 19*7 1634 1855
Grid tapes 944 95* 940 92* 686 1289 1866 660
*lor 19S2/S3. Ordinary share Index rinca compilation: high 3299* 10/8/89 •

Gold Minas Index alnoa comp/totiofi high: 734.7 15/2/83- low 435 28/10/71
Basis Orcinery share 1/7/36: Gold Mines i2rtVS8.

tear «.4 28/8/40
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THE DERIVATIVES sector had
a volatile session, with traders

becoming more cautious ahead
of. next week’s UK Budget,
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In futures, the March con-

tract on the FT-SE 100 Index
opened 5 points below Tues-

dayVdose at 2^54, suggesting

a quietsession. However, early

buyers of the contract, shortly
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trading at 2,973-

But there was no follow-.

Himngh baying after that and

the contract drifted down on

sporadic selling and pro-

gramme trading, which saw it

fail to 2,954 over the lunch-
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With traders cheered by a

eut in rates in Belgium, March

ignored the early retreat on

Wall Street in the afternoon

and recovered some of the

ground lost earlier in the day.

March closed at 2358, jnst

below the previous day’s finish

and slightly ahead iff its esti-

mated fair value premium to

cash of around minus 2, with

tnrnover uninspiring at 7,978.

In traded options, total vol-

ume readied 30,1% contracts,

with the FT-SE 100 option

trading 9,147 lots. Two-way
business in the Euro FT-SE 100

option saw tnrnover in that

stock reach 3^47.
Asda led the way among the

stock options, with 2,419 lots

dealt and the April 57 calk the

bnsiest. It was followed by
Barclays at 1,921 and BP at

1,656. Rolls-Royce, which
reports figures today, traded

1,333 contracts.
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Guide to pricing of Authorised Unit Trusts
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• Current Unit Trust prices are available from FT Otyf
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CURRENCIES, MONEY AND CAPITAL MARKETS
FOREIGN EXCHANGES

Confidence vote buoys lira
THE LIRA recouped some of
its Josses yesterday after the
government won a vote of con-
fidence in the Italian senate,
and the Bank of Italy inter-

vened to support the currency,
writes Emma Tucker.
A sense of relief on foreign

exchange markets that Mr
Giuiiano Amato, the Italian
prime minister, was not going
to resign helped pushed the
lira back to around L961.50 to
the D-Mark from a previous
close of L964.

It now appears that Mr
Amato will continue to head
his government until an elec-

tion later this year, following
April's referendum on changes
to the electoral system.
Mr Julian Jessop, interna-

tional economist at Midland
Global Markets, says one of the
biggest hurdles facing Italy
between now and the election
is a possible down grading of
the country’s credit ratings.
“This would lead to a flood of

selling by US investment
houses." said Mr Jessop.
Moody's, the US interna-

tional credit rating agency, has
already placed Italy's debt
under re triew while Standard
Poor's, the other big agency,
has recently downgraded the
rating on Italy's sovereign
long-term foreign debt.

£ IN NEW YORK

Italy Is currently rated by
Moody's as Aa3. According to

Mr Jessop. a downgrading
would prompt heavy selling of

Italian debt as many invest-

ment houses, particularly in

the US. are not allowed to hold
debt below the Aa3 rating.

Further monetary easing in

Germany would help Italy to
avoid this situation, he said. If

the central bank was able to

lower lending rates it would be
easier for the government to

tighten fiscal policy and
improve its standing among
international investors.

European exchange rate
mechanism currencies were
relatively stable yesterday
even after three members took
advantage of the opportunity

offered by the Bundesbank last

week to cut interest rates. The
Dutch, Belgian and Danish
central banks followed suit by
cutting their lending rates.

The Danish crown stood at

3.8360 per D-mark in late Euro-
pean trading from 3.8335. The

Belgian and Dutch currencies

were barely changed from the
previous day’s close.

The peseta suffered a set-

back in early trading. Some
analysts said this reflected
growing expectations of a rate
cut in Spain. Interest rates in

Spain are still at extremely
high levels. Yesterday the one
month interbank rate stood at
16Yi per cent With the unem
ployment rate above 20 per
cent, the Spanish authorities
are keen to ease monetary con-
ditions and recent good infla-

tion figures, together with the
Bundesbank easing, may have
provided the ideal opportunity.

However, other factors miti-

gate against a rate cut. In par-

ticular the Spanish govern-
ment is nervous that some
recent speculation against the

escudo could spread to the
peseta. As one analyst put it;

"The last thing the Spanish
government wants to do now is

draw attention to the peseta."
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MONEY MARKET FUNDS

Money Market

iTrust Funds
Strike Strike RttesauteMts Strftt Cailsi-stuJmstts Ppotadaneati
Price

105
. jRfl Am Price Me Jhn Mar Jm

0
S3!

m
LAI 2M.

Jw
0-26 (L4?

106 2-15 2-24 0-61 2-06 9450 0*5 116 0.01 0 1*4 L66 0*9 0.64

107 1-41 1-57 1-23 2-39 9475 on 042 0*2 0*1 <)f^l 09? 1J6 0*7 0*4
108 1-10 1-32 1-36 3-14 9500 001 0.68 0J7 002 9/1)0 06* 109 881 1*7
109 0*1 1-10 2-33 3-56 9525 0 0.45 0.41 aot 9^0 04* 0*6 LU 1*4
110 0-13 3-15 4-3B 9550 0 0*6 0J0 9000 0*1 067 L46 L65
1U 5*4 9575 90SO 0*0 0*1 1*5 L99
112 0-13 0-31 4-59 *-15 9600 0 0*5 1*6 0*9 99W 0J3 0*8 2*8 2*6

Esiioiated nine total. Calh 2142 Pure 2945 utaL Cads 0 Pais 0 ERtoteedrobaae otd. Chfls 8034 Pta 5988
taku days open Calls ISTO Pta 31688 Pistes iafiam kri. Calb 1511 Pats 6990 PnricBSte'sopai hK. CUb 77349 PMS71947

praa titer

CAFI

UFFE EOTBHMK 0PTBNS
MOm potadi if 110%

UFFE ITALIAN GOVT. POM OTP) FU1UHS
Ufa 2Mm IMtfc «f ltfl%

UFFEIHirt pinmJHC OPIUMS
E5M.H* Perth of 100%

UK
SvaSsSwaSmZjl.u 3 USES
The COIF Charities Dammit Jtccaaat

laEsssar-
Cart. U. of Fb.efChtntaof
Z Fare Street, UadMjgVWQ

[
Gartmarc Momrj Knqanatlti

I IMBIjini ncitSt LadnimaQO
Strike CaibtaUtnens PufrcenJemean Sorte CaUvrotrienm Pib-MRtatali Strike CaRMcntaMb PatvMlmesB
Price War Joe Mar Jn Price Jm

2^
Jm Ss Price (far Jdd .

Mar Jm
9150 0.60 165 0 0 9600 212 LOB 1*5 9350 0*5 1*4 0 0*5
9175 0*5 L41 0 0*1 9650 1*0 245 126 208 9375 0*2 0*1 0.02 007
9200 Oil li; 0*1 002 9700 1*2 238 L48 233 9400 0.12 &M 0.07 0.12.
9225 002 093 0.17 0*3 9730 L28 L97 L74 260 9425 0*6 0.44 0L26 0.20
9250 0.01 0.70 0.41 0.(6 9800 1*7 L76 203 2*9 9450 0.02 029 0.47 fflJO

9275 0 0*0 065 0.10 9850 0*8 1*6 2*4 319 9475 0*1 0.19 0.71 0.45
9300 0 034 090 0*9 9900 071 L38 267 3*1 9500 0 042 0.95 065
9325 0 0*2 L15 0*2 9950 0*7 122

-

3.03 3*3 9525 0 0*7 1*0 083
Estimated ndune lata). Calb 7630 Pats 3403 EsUaoied tame total. Calb 1110 Puts 624 Estimated rotone tool, Mb 2527 Pure 1331
Pmrlaus farina M. Crib 2038)0 Puts 131005 Preriaas MTS open l«L Cans 7323 Pare 3662 Preriw dors rten H. Cam 165652 Ms 1099S4

Sfc^=r»- tSJ
ressapdne -4

Money Market

Bank Accounts
LONDON OIFFE) CHICAGO

1*1 t r.i
Ctae HUi Urn

U» 106-07 10M2 106-07

Jon 107-09 107-18 1074)0

Estimated rotate 41820 09135)
tatons Oar’S Open Ire. 7B548 (79656)

ta.

105-

30

106-

31

US TIEAStUY 86HDS 8% *

SIM*61 Maris if IM%
Ctar HI* Lmr

Mar 112-15 113-U 112-22

JM 111-05

EsUmaM ntaM 52 (0)

Pterions day's qw (ol 318 Olffl

Pin
113*8
111-30

i^T'n'r" 'i‘ iiH

Oose Kta La*
Jun 96*5 96.n 96*4
Sep 97.02 97.00 96*2
Estimated mtene 87212 (57897)
Protons i»fs open laL 131419 (128959)

ta.
96 44
96*2

Dose Htoh La*
Jm 100.14 100.18 99.77

Sro

Escrenta io lune 6789 (5158)

PrerioE day's bib te. 16480 (16132)

ta
99*5

02. treasury urns on i%
sutom szadi a 101%

Mar
Jan

£

Latest Utah Lm
112-17 112-28 U2-16
111-08 111-1B 11145
IMWB 11B03 109-30

10941 10941 10846

Pm.
112-26
111-1*
110-08
10942

JAHUtSSE few MW
Y12*m S per Y100

lata I® Cow tar.
Mar 08467 0840 02431 Mm
Jm 02465 0.8558 02433 08495
Sep ... 08503

He 107-30
Jcs 106-28
Sep 105-28
Dec 104-31
Mar 104*5
Jm 103-15

(LS.nnSVSY B&LSOm
Jill points Of 100%

9«?ffi

Pin.

96*9 9888 96*8
Sep 96.70 96.71 96*9 96*9
Dec 96.38 «.« 96*8 96*8

itnrai pouhb ono
SsptrC

ter
Latest

14336 1^ Pin.
L4396

Jm 1.4236 L4294 L4296
sm L4170 L4170 L4170 L422b

KUTSCHE MARK Wmi
DM125,000 J per DM

LatHt HRS Gw
0*999 0*050 0*987 0*997
0*929 0*946 0*917 0*926

JUtfcaa Dane Bank pic

4|l »gi «•
000omwi*_n1s.7S . 43jE)_5*pl M

Mono MmMavamls- rate on request.

uwjwrorw ^071-o^wio

Dm Harp Bank (Lwadtn) PLC Premier JUc

“-Jus is m I
EtnL.. . . Jd 00 30051 «Obl Oxr

GHHdHM'SOQ Acc

ttnl“M
(10*00+1. Yvar 19.00 6751 -tTM*

FMdltr Mowr Maitat AccoMt
FkMitj amnpiMin ojjuiibm*.

i

Halifax BUp Sec Asset Rtserre ChHPM Acc

QV000-CW9.999..
*54000 and aba*t-

Jniian Hodge Bata Ltd

ajaroKW 51" ******
f

a| usf e
<mI 614 1 S

05863 0*870 0*863 0*874
- 0*836

Sin pokRs al 100%

Latest Mi Urn ta.
Mar 96.74 9872 96J4
Jt» 9857 96*9 96*2 98*6
Sep 96*6 96*8 96*2 9634
(be 95.96 95.99 95.91 95.93

Mar 95.78 95*Z W.73 95.75
Jm 95.42 95.47 95.42 95.40

Sep 95.10 95J3 95.09 95*8
Dec 94*8 94.71 94*8 94.66

6% HUTHHAL LOW TOO! JAPANESE GOVT.
HOMO nooca lOOtto if 100%

SW13J FltAHC nun;
SFr 125,000 S per SFr

STMUM0 & roots 5U BUMS
SSOOItaes todex

Close High

Jub 110*4 110 n
Sep

Estlnuaed aHae 981 113061
Traded emehtif on AFT

Lm*
110*4

Lrtnt mgb Lm Pm.
0*511 0.6515 0.6490 0*489
0*479 0.6482 0*456 0.6455

- 0.6439
Jim

sm

Jwi

&

Latest HM
454*S 435.00
C5.00 ms,
45580 45520
436.60 456*0

Low Pm.
434J0 454.60
435.00 455.20
mao 45520
436.60 456*0

4*! "Sire
j & 5ms Limited

Et»7EA 0715802323

Ltd
13BKtaNMjTWd BL IMM PtWSMT . 071»7»
HJ CACC63BOH JU 3.9079) 3jr4lD*flj

12% (tomw. HALIAH GOVT. BMO @TP| *

URA 200m KBttri el 1«%
Chnr High Low Pm

Job 97.04 97i5 96.51 96.75
Sep 9627 96*8

Estimated wtaw 14583 Q37351
Prettae day's open lm. 47498 M4302)

PHHJUXLPHn SCJ/S
£31^50 (cents par O)

Bank af Wata - Bwrtmsi Acorndo
Hopnar.cwdtffCFi

Bardqi Select
OBHbl

HatWest Gain Rtsom Account

nasAcha ss
E5000-C949* J4JS0 3*6

Nationwide Hdg Sac - Batwadamte

10% NOTIONAL SPANISH GOVT. BONO BONOS
Pto 20m lMtta al 1M%

Close

93 91 94.lSJm
Sep

Estimated wturae 3580 (01

Pmhus day's open hL 0 ND

Low
9280

Pm.
93.15

Strike

Price Mgr
L37S 5.65
1400 3JS
1425 L03
L«0 027
L473
1*00
12S

tv
5l77

328
2*9
134
0.67

029
0.09

CA
6%
4J2
290
191
1 . 1*
0.66

034

Jm Mar
6.35

4.74
3.40

2.41

1*3
105
066

003
0Z7
L79
410
6*9
9.04

talon day's oped foe Calls 809,454 Pats S99.4W (All earrmda)
tata day's rotate QUh 39.6 12 Pn 10518 (All caneodes)

PARIS

a x
109 124 . 2*3
2.84 2.B6 ' 3.62
3.C • 4.3S SM
5.25 6.04 6.75

7*6 7.97 8*0
9*0 1013 10*7

Bmm Sb^dw A Ca Ltd
Fnarnkn Govt. Unban, LoadoeECZ ,071*069833

""uiiiwBiASzirreS liSf aSl K
Caledanlan Bata PtC
asAtaewSMwe. Edtaata EH2VP

Mar
Ctae
94*5

HU
94*7

Lm
94.02

Pm.
94*3

Jan 94.49 94*5 94.47 94.49 Mata 115.20
94 73 94.73 94.70 94 69

Ok 94.70 94 71 94*6 94.64 117*4

7 to 16 YEA! 16% MTWAL FmCH MU 0UT7) FUTUtES

9S
Royal Bank af Scotland picMm Ace
42 » Andrew Sq,EdaMEH22TE. 031*238302
£50,000+ _l5.ua m *29 Br
C29.tKM-X49.99tZHJb0 3«9 428 Qtr

is .s &
S2200-W.999 IZJJO 1*0 2.0Z Sr

EsL Vnl (ine. figs, not shmd Ml si (45153)
Pm lops day's epee ML 291U0 (288853)

Estimated

U price Osage
U5.90 40.60

117*6 40*2
117.78 40*2

203,973 TToUl Opel terosi 299.161

High Low

LL5.90 115*0
117.70 L1720
117.76 11714

T Yield tteoM
7.73 12L953
7.49 146*782

7.47 29.793

THBEE MOUTH EURODOLLAR
Sl« potata of 109%

THREEH0HTH PUSH FUTURES dUTIF) 9wh btetadi affared ate)

Close HM Lm Pm.
Mar %.74 9875 9874 9874
Jm 96*7 %58 98*5 96*9
Sro

Dec

96 33
95 91

96*6 98*4 96*7
95.98

Mata
June

September

Decente
Estimated rotee 38.424 4 Total 0pm kderett 185*82

tana 88*5 88.90 88*1 1115 29*05
91.44 91*7 40.07 91*8 91:42 8*0 58J99
92*0 92*5 40*2 42*8 92*9 7*7 42,918

93.02 93*7 40.03 9301 93*2 6.96 25.982

Qbarterirome Bank Limited
1 PatamtaRDW, EC4M 7DH.H
£2*a8-a9/m—.IrngtaJ
£20.0D0-t49.W__

BIMflW ]kaoM*,W_-|
aoSJoSi?:—

—

ManuBrerunitMcloMf)

071-2484000

5.64
LSI,
2.02
-Z27l
2S'

TmdUl & Ca Ltd

>+_ J04 75 136 0483

-hr run pint
M»

Est Vol. Ime. Itgs. noi skornd 1684 C22Z2)

Pmious day’s Dpen Ml 23656(2370)

COG-48 nmnss outifi stack i

THBEE MONTH E020MARK
PM lm pelrt. it 100%

ame HM
9SLU

ta.
Mar 92.10 92*3 92*3
Jm 9315 93.16 93*5 43*7

43.93 93 94 93*4 9385
Dec 94.26 94JO 9417 94JB
Estimated mime 71636 1702841

Mwth 2D382 2DZ72 -7.00 2C432 20252
April 20572 2048.0 -6*0 206LO 20462
May 2072.0 20632 -720 2072.0 2072.0

Jr 2069.0 2054* -7.00 2069* 2058*
Estimaud niine 1L433 1 Total Opai knmt 68L545

36.462
8.685

1.054

9*72

pbmcaitZUa

Clydesdale Bata FlexMc SUatfan Acs
JOStnrnaitPlaBUnanCim

,
0413487070

Lm.OOO-£29,99*r_-Z|?30 3.13 4^f Mr
999__l«.a 3J7 4*9 Br
19.999J427 3^0L 4J4l te

Cowfedentiu Bata United
!.SU3Ua . 0438744500

*21

10500

jSnS '
-1 05*61 Qtr

UlCTiwst Usdtgd
1 Gmttenbertad PLtedroWU 7AL 071-2580894
oftia+go tenta Jf.ra sml 7.9ef>«tn
aunHOo%MitalBJO *ja| 8*U6-mh
3*00-1 'ftnr..,JlL» 6J9I -I tarty

UaHta DubMmk Tbitrt LM
ntat».Atto9LtedtagnSL3CB 0734560411

_/jZ5 3.941 SJ5l Br

J. Hatryr Schrader l

120Oaprid^Uadw>R
CaUd

ECU IMBtHAlIF)

Mata 113.12 113.92 40*2
Etanaied rotate 5.297 1 Total 0pm Intml 14*47 -

114.00 U3.06 8*0 4*28

Pmtas day's otm tt 519818 1512822)

Baric ot Morgan”
Mai 10 England Guaranty

Inter Changes %
Sterling . . . 772 -3228
US Dollar 667 +LL30
Canadian Dollar 97.4 -505
Austria Schilling

Belgian Franc

115* +16.94

U80 +1.99
Darts* (Craw 118* +12*9
D-Mart ... .... 1254 3L96
SMss Franc _ 1D9.7 +17.45
DuUhGrekler 119.7 71 1?
French Franc 109* -866
Ura
Yen

tala - .. ... .. 99* -24*3

CknmercMrata taken towards tbemtfot London tradtog.1 UK. helaadand Etaareqaoud In USarrency Porwart

1 and dscowm apply bo the US dollar am) not to UK MMdaal omey.

EURO-CURRENCY INTEREST RATES

Morgan Guaranty caaages: average
1980-1982-100 Bank of England Index (Base
Anrogt 1985-1001 t

*Hal«are lor Mar .9

OTHER CURRENCIES

War 10
Short

tor
7 Days
notice

One
Month

Three

Matte
Sli

Monks

SUrita
USDolU
Can. Wlar.
Dntdi Cutter ... ..

S*ta Franc_ .....

D-Mark
Fiend) Fiat- .

—

Italian Ura.
Belgian Franc

Yen
DmbkKtree
Asia Sing—
Spate Focu..—
Portogoese Esc .....

6-5V

a:a
8V -8<*M
4-3

166 -Wc
156-146

M
lift

II
i
U6-U6

3b -26
166-163.
14j - 144

6-56

7B-7
?

11-106

“'if

36-26

56-56m
1«2 = iSa
36-26

a:a

One
Ye*

MarlO

Argentina..

Australia
.

Brazil ..
Fla linn

Greece . ,

Hong Kong..

Iran . . .

KnreaiStlu

.

Kunait ...

Lnaendnuog
Malaysia ..

Ultra
H Teams.
Saudi Ar .

Sjagunre .

5*110*1 .

SAflFnl-
Taioan

UAE

14280 - 14305
2 0280 - 2D300

|3080b* - 30828*

J6290 - 8*635
,

(313J00 - 324 WO
&L0675 -U0795

2200 .00*

1136.45 1154 75

P 44000 - 044100
49 00-49.10

3.7275 - 3 7375
44635-44665
2.7120 - 27150
53600 - 53710
2J57U - 23630
45590-4*695
6 5535 - 6 5675
37 10 - 37 20
5*015-5 2195

0.9980 - 0.9990
1.41*5 - L4175

121529 7 - 21529.8
60250 -60550

Wl. 130 - 226 *70
7.7360 - 7.7370

1485.00"

789.70 - 795.90
|130750 - 0 30850Ma - 34jo
2 6080 - 26090
3 1180 31200
1B945-L8965
3 7495 - 3.7505
L64ffi- L6495
30800 • 3.1900
45780-45880
25.S3 - 26.00

3 6715 - 3*735

Loag trim EnmMUrs: Pro yon 4V-4>ipwcBK:ttafmn4Jt-4S| per cm; four yen 5 A-5A oercenLfne

yen 5 peremt iwwIoaL 56ort. tem ou an cafl Sir US Wlw and Japuese Y« othem, two days' notice.

Mor.ll i

EXCHANGE CROSS RATES
OH Yea FFr. SFr. NFL Ura CS B Fr. Pu. Eca

£ 1 L433
S 0*98 1

DM 0.419 0*01
YEN 5917 8.479

FFr. 1235 1.770

SFr. 0.455 0 652
NFL 0J73 0535
Ur! 0.436 0.625

CS 0560 0802
BFr. 2039 2922
Ptn 0590 0*45
Em 0815 1.166

2J85 169.0
1*64 117.9
1 7086

14.11 100a.
2946 208*
LOBS 7689
0890 63.06

LQ40 7367
L335 9462
4862 344*
L406 99 65
1944 137.7

8.695 2198 IWi 2294. L7B6 49*5 169 6 1 227
5.649 1534 1870 1601 1246 34.B U84 0356
SJ94 0.922 LL24 96L8 «7« 3157 7111 0514
47.90 13*1 15*6 13574 1057 290* 1004 7.2UJ

10. 2715 3JU 2834 2206 6059 209* 1*16
3683 1 1219 1044 0813 2232 7716 0558
3*21 0 620 l 856.0 0.666 1830 6323 0456
3529 0.958 1168 1000. 0779 2138 73 93 0*35
4*32 1 231 1501 1284 1 2746 9496 0 687

1650 4 481 5464 4677 3*41 100 345 8 2502
4.773 1296 1580 1353 1 053 2a9Z 100 0.7ZJ

6*97 1.791 2.184 1870 L456 39.98 1332 1.

OPIUM ON LOMr-TElM FRENCH BOND OUATIF)

1MEE tIBtfnt ECU
ECU la patnts of Hl%

Dose HM Law
Mar 90.95 90.96 90.53

Jt* 91.91 9193 9182
Sep 9272 9273 9263
Oec 9310 9310 93*5
Estimated rotac 2412 (3255)

taiom day's open W. 17868 (18175)

THREE MONTH EUI0 SWISS FUUC
SFR lm pahris al 1M%

Pm.
9084
9184
92*5
9307

Strike tali

Calb

Jnoe Septate tan
Ms
Juro

U4 - - 0*4
115 - 2*2 025
116 LTD 2.06 2*0 0*7 0.45

117 0*3 -1*4 1*7 022 0.73

118 028 0*3 1*5 - -

Oprol* 29.471 171297 11*67 91408
Estimated robm 26*18 1 Total 0pm Interest 349,069

t All YWd 4 Open terost ftam nr for the provtan datr.

Septate

17,735

tfl
0*21

: -Hik

C

a iparativa Rart -

PO 8ra 30Q, Sarimralah, (naa , 0345252000
1 TESSA. J 36*0 -t -RC*

6*01 Mtb
farahratH-NM

HI till
Wcdtera Tnmt High Mmest Ctamro Act-

. 07522246

£30*00+
£2S.OOO-M9,999_

S75
Sl29. 194

00,000-424.999 4.75 3*6
£3,006-£9.999_...^.Ji75 2*1

nSnf
4*0 3*8

00*00-449,999.— 4.08 5m
£9JKO-C9,m. 3JX) 2*5
£1,000-44,999....: ZOO 150
n-cm —Him id

WtahMw & Saudi West Fbtaice PLC-
U4NewjiaUSUjpadafEC17AE ,071-6069485
HMMfimaeAa—JSja 4*31 5.UI Br

Ctae Hta
94 85

lane ta.
Mar 94*4 94.78 94 77
Jm 9566 9567 9534 4533
Sep 95 88 9580 95 82 95 80
Dec 95.97 95 97 95.92 95.91

Esumated KOlame 5874 (3768)

PrevidB day’s open In. 50239 (49933)

THREE MOKTH EUEXTRA INT. RATE
URA l*Wm petals el 100%

Ctae HM Low ta.
Mar 0876 88.78 88.60 B.71
Jm 8944 89.46 B927 89*6
Sep 89*8 99*5 89.76 89 77
Dec 90 03 90*2 89*8 B9.97

Estimatrd nlimw 5332 (42301

tern day'; opm in. 31283 (30685)

FT-SE 110 INPCXH
ES pwM taenpplat

Ctae Hi«i Low ta
Mar 296Z0 2973.0 2952.0 29580
Joe 29783 2991.0 29693 2976.0

Sep 2996.0 29933

Efllmwd KiuDW 10632 (14417)
talus day's open R. 52992 153629

Floating rale. Iran Offlcui rale £9850 56630 Yen per LOOK Frmth Fr. per IB Un fw 1,000: Betgta Ff ow 100. Peseta per 100.

’ Ccotracs traded on APT Closing prices Stawfl.

POUND - DOLLAR

FT FBBEgN EXCHANGE RATES

Sec 1-ms 3-mH. b-Bth 12-nHi
L4JZ5 L4289 L4226 14156 L4Q58

BASE LENDING RATES
* % *

Aten & Company 8 Cyprus Ftocxiar Bank —8 MacrtBanKktg B
ABad Trust Bardt B OmcanLaHto NtaAtaliitete 8
AB Berts, 8 EtpjatorW Bank pic— B NytaataM«tBap»Bta 8*

•HarayAnstMcher 8 Eiarinr BadtUmitetJ ...-7 BHaaBreOm 8
BBCMoichantaonk. 13 RnancU&GenBdrtt^ naxtxigha Bank Ltd ... 6
BankoTBamda 8 •RotwIFtotnkto&Oc—B HoyatakofScaNand—

8

Browo BBnto Vtoaya-. 8 GImbark 8 GGnWi&WWnonSaci.B
Bank at Cyprus 8 G&fcviam Motion ...... 8 Statdtad Ctvatmd 8
BartcBItaand — 6 Hal* Bor*«3 Zurich -6 TSB e
Bankof incSa .— 8 •HambratBark .8 IMwkpte. 8.
B«*BScateid 6 Herttafa & Gen tnv Bk. 8 GU«odBkofKknwdt_B

« 6 LktSy That BankPtc... 8Bmatmwaan -6 CHoaraBCD 8 Wooten Trust B
aamwistdplte 0 HongtongiShanuhoL B WtdtaawayLtaSmr 8
CL Bank Nedortand * JUtan Hodgo Bata 8 Ytaritdtaa Bunk 8
CUtwdeNA _.B MLaopcid Joseph & Sons 8

3*S2S^.zS SSS&ii
””-

1
9Uombm °» s***

ssrrr.1 SSS3111
!

CrodA Lyonais „8

CROSSWORD
No.8,098 Set by DINMUTZ

MONEY MARKETS

Europe eases rates
FT LONDON INTERBANK FIXING

(11.00 L0I Mar 101 3 rantts US d:lln

Wd 3% nfler 3 k

6 irawtle US Cellar;

3, offer 3H

BELGIUM, the Netherlands
and Denmark followed the lat-

est round of monetary easing

by the Bundesbank with rate

cuts of their own yesterday.

Denmark was the first to act.

The central bank cut 'A point

off its two-week rate to IlVi

per cent saying that the move
was made possible by contin-

ued currency inflows, a strong
krone and lower market rates.

Later in the day the Bundes-
bank gave further confirma-
tion of the direction in which
its lending rates are going by
catting the lowest accepted
rate on its 28-day repo funds to

8.25 per cent.

UK clearing bank base lending rate

6 per Beni

tiTHn iagaary 26, 1993

The move followed a cut in the
14-day repo interest rate to &25
per cent on Friday. Many saw
yesterday's reduction as a
clear signal that the German
central bank would cut its

officially posted rates next
week. Not all, however, are
convinced. Some analysts
expect the German authorities

to wait until real progress has
been made on the so-called

Solidarity pact before it

reduces official rates. In the
meantime it will act to ease

strains in the European
monetary system by slicing
repo rates.

The Belgian and Dutch rate

cuts were widely expected, but
the market was pleasantly
surprised by the extent of the
reductions.

The Belgian central bank
announced it was cutting its

discount rate by 25 basis points

to 7jS per cent from 7.50 per

cent and its key money market
central interest rate by 20 basis

points to 8.10 per cent from 8.30

per cent.

The Belgian authorities also

cut their end-of-day rate to 9.10

from 9.30 per cent but left the
emergency lending rate,
equivalent to Germany's
Lombard rate, unchanged at

9.75 per cent

In the Netherlands, the
Dutch central bank said it

would cut its three official

interest rates by 0.25 per cent

and lower its special advances
money market rate to 8.10 per
cent from 8.30 per cent. It

lowered the discount rate to

7.25 per cent from 7.50 per cent

French franc and Euromark
futures advanced strongly,

although dealers reported that

prices were moving up before

the announcements of the
various European rate cuts.

Interbank rates in tbe UK
money markets barely changed
in a dull day’s trading.
Although conditions were tight

at the start of the day. the
shortage was eventually
relieved by late assistance
from the Bank of England.
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MONEY RATES
NEW YORK
Lunchtime
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Tw north .
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LONDON MONEY RATES
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Floe Trade Bills (Buy)
Dollar CDs
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ECU Linked Deo Bid .

Overnight
7 dan
notice
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Three
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Sli
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One
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I
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l

Treasury Bills (sell); one-month 5(1 ce- cent, three nontrs percent, sin months SC, Per cent;
Burk Bills (sell): one-month* JJ Per cent, three ns.iths 5*s per cem Treasury Bills; Arerage

Scheme lvav 6.228 pc. Local Authority arc Fira-nse Houses seven days' notice. Diners sewn
days' Hied. Finance Houses Base Rate 7 tram March 1 1993. Certificates of Tax Deposit (Series

6); Deposit £100.000 and o»erlie*d under one ircni*’ 24« cei cent, one-three months 51, orecent;
ihree-tlx months 5 per cent- si>-mne months4^ ;e-«rv nine-twelne months 4 ij percent Under
£100.000 2ti per cent from Jar.27 1993. Deposits for cash 1 'tOTT cent.

CONTRACTS & TENDERS

INTERNATIONAL COMPETTITVE BIDDING
BIDDING NOTICE No 845-9-001-93

PBTRClEO BRASILHRO SJl - PETROBRAS has received a loan

from tbe WORLD BANK in various currencies equivalent to US$260
million, and it is intended that part of the proceeds of this loan wiD be

applied to eligible payments under tbe contracts for design, fabrication.

material supply, assembly, testing and painting of tbe tanks and spheres

of the storage bases located at Jequi6 and Itabnna of tbe

Recdncavo/Sontfa of Bahia Pipeline (ORSUBV and at Joinville, Itajai

and Florianopolis of the Parand/Santa Catarina pipeline (OPASQ, with

a storage capacity estimated at 63,000m’ for ORSUB and 125,000m3 for

OPASC.

This Bidding is open to ail manufacturera of tanks or sphenss from
eligible countries, members of the World Bank, Switzerland and
Taiwan, China, who have had experience in manufacturing the
following items:

a) one fleering roof tank with a capacity equal to or greater than

15,Q00m\ under Standard API, in the last 5 (five) years or two
tanks of the same type and capacity in tbe last 10 (ten) years; and

b) one sphere with a capacity of 3,200m3 according to ASMS code

in the last 5 (five) years or two spheres with tbe same capacity in

the last 10 (ten) yearn.

A set of bidding documents (including additional qualification criteria)

may be purchased at tbe address indicated below as of March 10, 1993,
upon payment of a non-refundable foe in cruzeiros equivalent to

USS300.

PETROBRAS/SEGEN/EMDUT
Rua General Canabarra, No. 500 - 8th Floor

Rio de Janeiro - RJ - Brazil

CEP (-ZIP CODE) 20271-201

Phone: (021)566-3660/3661
Telex: (021) 10191 PETR BR
Fax: (021)566-5747

ACROSS
1 Build op

,

liiw* a ship's com-
pany, say? (6)

4 Imitation diamond comes up
in Ireland 0)

9 Not the practice of the Circle
Line? (6)

10 BIO, with firm new deal, wins
honour (8)

12 Old ships’ barbers (8)

12 Tenders for boxes that do not
open (6)

18 Common gmh is heat-seeking,

inside (4)

16 Whereto rest in the bay? (6-4)

19 Skipper, we hear, is no tight

i and check! (4)

23 Bell-ringing is damaging to

the system, from the sound of
it©

25 Robbery not necessarily uni-

brachial? (8)
27 Attacking and winning (B)

28 A cough mixture up in Argen-
tina? (6)

29 Strained puddings sent back
©

30 The last carriage from here;

say, to Kent? ©
DOWN

1 Diplomat has to stir* to -the

point (7)

2 Mercy! this concoction stinks!

©
3 A French epitaph Is to the

point, hot not yet ready ©
8 This Rmtuiti Mrtg a hnmplrin?

tt>

6 Grouse of bird supporting
Othello? (4-4)

7 Ring wise man of N. Ameri-
can Indian tribfr(5)

8 Israeli diet? (7)

11 Wind in middle of new pies?
That is plain! (7)

14 Statesman from Boise, for
example (7)

17 Brake in secret at a scramble
(6-3)

18 Jabbers In tbe clinic - about
rings, yes? (8)

19 Generators of the Ear sooth,
turning (7)

21 Early staff-dance around
here? CO

22 Imagine being Included in
side at Edgbastonl (6)

24 Calamitous upset - thru* hast
in smoke!© -

28 Opening of fairy-story is unre-

.
peatablel (4)
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TOKYO - Most Active Stocks
Wednesday, March 10, 1983

tawa; Motor
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Traded Prices an day
235m 385 -7 Rfcch
17An 318 4-1 FiBtsu
IS.3m 777 *10 Oskyo /Canto
11 9m *37 -30 Tokyu Land
IIJm 892 -4 NKK_

Stocks Ocetng Cbnga
Traded Prices an day
nJm 584 -12
65m 60S *17
8An 695 *35
&8m 402 *32
65m 271 *«

IS THISYOUROWN COPY
OF THE FINANCIAL TIMES ?

Or do you rely on seeing someone else’s? Every day the FT reports on the topics

that matter to people doing business every day, in and from Europe.

We cover the latest European. U.S. and international news, and analyse the impli-

cations from a European perspective. In fact you’ll find far more than finance in the FT.

No surprise then, that the Financial Times is read by over four times as many
senior European businessmen and women as any other international newspaper*

Make sure you’re one of them by getting your own copy of the newspaper

delivered daily to your office. -w« ebrs i*»i
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Hardtack US1B6Bii10% 0% IO +*
HeraeWtaa Ofl IB 124 0* 5% 8 At
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RlDtaMd 022 18 124 8* 8 6% +%
tataiffiw 713182 8 7% 7%
UgUSp 14 440 8% 8 fl* +%
WBWWa 0 2054 8% 7* 7% t%
Rrift Cp 040 2326066 118 116117% -%
Mte 1 245 IA lb IA +A
RtertB 136Z73 1514% 16
MUrTft 12 318 4% 4% 4% t%
RrifthaA 024 17 149 12% 12% 12* %
Rriargrph « 400 12* 12 12 %
Hartal 10 1448 10% 9% ID* +%
Riftntra 22 *18 D* B 8
IridMio 284410 ulfl 17 18 11%
W Wry 17 100 IB* 18 IB* +1*
RftHaa 00*34 294 3 2% 2%
WTfiU B7 54 4% 4% 4%
ten 001 21 283 X* 25% 26b %
laiKSaCp is 318 4% 4% 4%
tecadbr 21 TB 33% 23 23 -%.

WWreria Ifl 22 B12B* 128120% -4*

JUBnch fl 186 11 10% 11 tb
teen he 026 221592 11 10 11
JLfihO 025 a 51U15* 14* 14% -*
JftWiaiW 20 267 20% 19% 1B% -*
•hranM 628331116% 1S% 18 -*
J0M8IM 006 IB 218 8% 6* 6% t*
JoeJyn Qp 1.18 12 a 5S* 24* fl* +*
JGBDn Ofl 14 728 24% 23% 23% -%
hWUo 03) 23 237 10* 18% IB* t%
M* Ofl 23 81 6 1)46% 45% 46% +*

NACne 016 74 520 42% 41* 42* +%
NaftiFficn 072 12 »7uZ3* »% 22* t%
NftPlzn sa 85 7* G* 5% t%
Na&onvmi 070 fl 562 u04 62% 53% *b
NatCamra ofl 15 89 10 15* 19% >*

|ta DOT 044 31 587 17* 16* 18% -*

WmSunx 020 22 SB 12 11* 11% +A6
Navlatar 24 74 94 20 39* +2*
KEE OM 01 34 33 32% 33 t*
Nedoft 16 1402 24 23* 24 t%
Mata* Gen 251265 15% 15 18* -b
MM 6»b 8 442 11% II* 11* -*
Nempn 34 228 6* d5* 6*4 +%
Naaftsana 024 22 1555 19 18* 18* -b
NawEBui 080 20 112 17* 15* 10* +*
MewWaga 43 508 18 16% 17% +%
NbtdgnNft 00 3018uS9* 66I2 GO tl*
ItenpriQ) Ofl 2 228 8% 5% Bb +b
NetteOd 11 1833 5 4% 4b +b
/ftntaflx 048 SI 171 43* 42 4B*
NadsMMI 032 IB 6757 33* 32 52% t*
Noraonl 13 4S 15% 16* 16*
N Gorlin 27 132 4b 4* 4ii *A
NEaaBc 072 0 107 5* 5* B* Jn

(fentxiTat 074 1716821)4012 48* 40* t%
NciKft 3623650 31* 30* 31* +>2

HoMBft 43 1325 10% 18% 19* -*

NSCGtfP 18X100 6* 64* 4%

- O -

ochBtere 22 23 io* a* 10* +*
OcM On 23 1420 28% 26* fl*
OtUnUj 131462 13% 1!% 13 -*
OQttiayNiOffl 1 4 28*422% 22% -l

OlteCHU 258 12 BOB BB* 08 +1

QUKOT 104 12 1614 55 34% 36 +%
OldNalfi 081 15 07 32* 31% 32* +%
(Hrencrep Ofl 11 630 35 34% 35

Orremca 18 514 18% 18 18 -%
OpdaftR 22 118 16* 14* 14* •*
Qrads5y 94 8924 33% 33 33% -b
(M) Greta 30 478 12 11* 12

OraomMot 031 10 88 4* 4 4

DftBP 16 B92 8% 6* G* -*
OftlMlftiB 041 14 529 16% 16% 18 -*
(Mufti T 050 10 BB 9* 0* 9* -b
DturTal 188 16 73u3&lj 35* 35%

- P - Q -

Paocft Ifl 32 743 63* 62 82% +b
PacOurWP 068 10 12 18% 16 IS* tb
Pacta T 182 13 « 21 23* 23*
PacHCre 10 782 30 32* 37 +3*
PbbjiibIiC a 4550 fl* 27 27b '1

Paydret 024 48 441 30* 38* 38%
PBjcoAai fl IX 9* 8* 8% -*

Peariou Ofl 23 41 10% 10* 10% +%
PtalTfV 4 M 11 Itfz B% -1*

PamVRO Ifl a 81 37 54% 35% *
FMXiaytir. 220 16 87 30 29* X
Pa— Ifl 14 1673 48* 48* 47* -*
PartehF 13 M8 4% 4* 4b +b
PBOWBtL OX IB 21 »* 16% 20* +1b
PaopBsnc 182 10 fl u33 32* 32% +*
PSOpiaM Ofl 28 530038% 37% 38% +%
itataaH IBSOlullb IQb 11% +%
Mrata 1.12 IB 4 30* 29% 30*
Bamocy 28 106 7* 8* 8% *%
PhaamTch

TWHrta 7 911 3% 3,i 3A -A
T-ColEc IP 208 8% 0* 6*
TjmwPt 084 20 171 47% 47 fll2

TKCp 23 715 17b 17* 17% t%
TCACftda 040 42 1007 u25% 24% 25% tl*
TUlOta 23Z3D0 28% 77* 27* -U
TeonrwHl Ifl 13 22 65* 83* <B* +2*
Takatoc

TdcoGys
TaMonmA 03013882 25* 24% » -%
TftdH 27 100 5* 4% 4% *
TeJtatn 21 038 28* 2G% fl -*
TeirenCp dot 40 TO n 10* 11 +%
Tatra Tec 04 006 7% 7% 7b +*
Three Cun 7613711 33* 32* 32% -%

TJ Ire 042 40 1D3 31% 90 50* -*
Tata tad 18 4415 B aa* a% +b
Tokyo Mv 032 9fl 15 50% 40* 49%
TamBram 12 882 11% 11* 11% +%
Topic Co Ofl 6147B 7% 7 7b -%
TPfErtft fl 157 10* B% ID* +*
Irannvkf 11 267 14 13* 13% +*
TremHck Ofl 19 127 u40* 47% 4S +b
Tricars 8 06 2,’0 2A 2A
Trtmta 5 218 8>4 7% 7% -%

TiudcaGHCtlfl 18 Bu3&% 38* 39% +1*
Tseng UU 3010883 u23% 21% 22% +%
TysanFd A OJM K 4838 u27* 28* 28%

3 16 7% 08% 7 +%
IS 408 Bb 0* 8%
09X3882 25* 24b 2S -%

- u -

LEUlTd 052 2524358 46% 43* 48% +3*
Untti 17 384 8* 6b 5b -*
UCMtafiB 098 15 1208 u17 16* 16%
UGTiuft Ifl 14 205 ufiB 55 58 +*
UniMISI 040 22 64 18% 18* +*
Unftog 18 20 20* 10% 19%
Unftrtr Ifl 13 207 43 42* 42* -*
USGancp 0,76 134887 27* 28* 27 t%
US Energy 50 2 3* 2% 3 +*
IJGTQxp 032 48 STB 10% 10* 10%
IXftl Mod 17 312 18 15* 16% -b
Utd TftBV 19 5 31% 30* 30J

2

Lift IS 57 4% 4% 4b -b

- V -

41 1726 uB5 83 84% +1%
Ofl 19 758 U22* 21% 21%

21 256 23* 22* 23

24 994 25 24* Z5

32 1047 18 17 17% +%
283128 Bfl 28* 28% -%
B1B21 7% Bb Bb -*

2A248 190 53% 51% 52* -1*

23 288 4b 4% 4% -A
Plena X 046 4 105 10* 9* 10

Pletlfta 44 3193 24% 23* 25% -*

Pkftarta IB BBS 20* 19* SO -*

PtaneerGp 084 13 1ST 30% 30 30%
PpmorH 048 174479 2B 27 27% +*
PtonewSt 0.18 15 10B a* 27% 28 -*

Ponca Fed 4 8B3 flb 7* 7b +%
Rmfll 13 I ID 10* 9* 10* t*
Pmun on 7 723 ua* 6* B* -b
Pmatak 77 419 23 21% 21% -1*

- W-
MamarEfl 008 23 £74u24* 23% 24* +*
Warmtadi « 352 312 3f2 3H +b
MtatMU&aOfl 0 3378 32* 31 32

WBfttfftSL Ofl II BOO 27% 26* 27% tl*
WfttaMA 038 17 17G 42* 39% 40% -*

WbteuPMftL2B 18 143 35* 34 36* +b
HfD-40 Ifl 17 128 45 43* 44* -*

MMtak 4 318 7b Bb 7

teutons Ifl 12 388 62* 52 W
WSnPitl 19 1033 17* 17b 17* +b
WftSaftA IS 502 7* 8% 0% -*

Mouth Ofl 26 749 43 42* 43 t*
MmSonru 75 768 il* 11 11* -*

HltarOP 040285 112 14* 14b 14*

WNMflL 028 14 17 21% 20% 20% -*

Wthtnoton 046 26 353 28 25* 25* -%

wpp Group 1.11 1 747 1% 1b 1b iV
Wymm-fiftOAO 52152 6b 6% BA -A

- X - Y - Z -

»h 37 6832 36* 34% 35% t*
Ann Carp 3 783 7b 87* 7% tb
YfttawFr OM 17 601 25% 25 25 -*
vurkHKh 5 1060 fib 8% 5% +b
ZhneUU Ofl 15 102 46* 44* 45% t*

4



WORLD STOCK MARKETS FINANCIAL TIMES
-

Thursday March 11 1993

AMERICA

US markets ease on
large program trades
Wall Street

US stock markets ran into prof-

it-taking yesterday, and the
selling dragged the main indi-

ces down from their record
highs, writes Patrick Harvmon
in New York,

At 1 pm, the Dow Jones
Industrial Average was down
15.66 at 3,456.46. The more
broadly based Stan-
dard & Poor's 500 was 1.02

lower at 453.38, while the Amex
composite was up 0.03 at 419.05,

and the Nasdaq composite
firmed 0.50 at 689.46. NYSE
trading volume was 153m
shares by 1pm, and declines

outnumbered rises by 985 to

796.

After reaching record levels

during the first two days of the

week, stock prices were hit by
concerted selling yesterday.

Traders reported that an early

decline in bond prices trig-

gered the sell-off, although the

likely motive was an eagerness

among Investors to book some
of the profits earned earlier in

the week. Among the selling, a

number of sizeable program
trades were spotted.

No important new economic
figures were released yester-

day, although the Federal
Reserve’s “Beige Book" report

on the state of the economy

nationwide showed that busi-

ness activity continued to pick

up in the first two months of

the year, In spite of sluggish

loan demand and continued
weakness in some regional
economies - notably In the
North East and California.

Retail sales were reported up
during the period, and manu-
facturing growth steady.

Among individual stocks,

Walt Disney was the most
heavily traded issue of the day,

the stock dropping $1% to
$44% after a seller offloaded at

S44 a large block ol shares -

2-flm in alL There was no Indi-

cation as to who had sold the

stake, or why.
Drug stocks were In demand

as investors searched for bar-

gains in a sector which has
been hit hard recently by spec-

ulation that President Clinton

plans to impose price controls

on pharmaceutical products as

port of his healthcare reforms.

Merck rose SIM to S39% In vol-

ume of 1.8m shares, Pfizer

added 82% at $62, Sobering
Plough firmed $VA to $60%.
Bristol-Myers Squibb climbed

S% to 857% and Glaxo rose $%
to 819%.
The news that Primerica is

negotiating to buy the Shear-

son brokerage business from
American Express continued to

boost the financial services

Canada

Politics, economics raise

Hong Kong to new peaks
Simon Holberton analyses a resurgent equity boom

T his week, Hong Kong As with most things in life, it the market, which fears a

has consolidated the is a hit of both. Even to the re-run of 1988/® when China's
irresistible rise which, most unreconstructed bull It government screwed down theT his week, Hong Kong
has consolidated the
irresistible rise which,

since the beginning of 1992, has
made it the best performing
major stock market In the
world.

Yesterday's marginal fall In

the blue chip Hang Seng index
of 19.54, or 0.3 per cent, to
6,488.46 left It 23 points off the
day's peak, but this followed

three record highs for the mar-
ket in four trading days.

Brokers have dusted off year-

end forecasts which, because of

the political woes then beset-

ting the colony, had been in

abeyance since the beginning
of 1993. They are now looking
at a year-end level of 7,500 to

8,000 for the Hang Seng index.

What a difference a few
months can make. At the start

of December, the overwhelm-
ing mood was to sell Hong
Kong. China had threatened
the safety of business contracts

which span Hong Kong’s rever-

sion to Chinese sovereignty In

1997; on December 3 the mar-
ket plunged 8 per cent. The
Hang Seng Index now stands

30 per cent higher.

Short memories are part of

the lore of the Hong Kong mar-
ket. But, paradoxically, the
most accurate assessment dur-

ing those dark days came Gram
the unlikelieBt of quarters:
Governor Chris Patten, the
man whose “democracy" pro-

posals so upset China, and the
man financial markets like to

hate most The governor said

that Tew made money selling

Hong Kong short.

So what has changed? Has
the market’s recent perfor-

mance been a reassertion of

economics over politics? Or
has the recent thaw In Anglo-

Chinese relations been the
motive force behind the mar-
ket's relentless upward move?

As with most things in life, it

is a hit of both. Even to the

most unreconstructed hull It

seems unlikely that the Hong
Kong market could have risen

so strongly had China not
decided to come back to the

negotiating table about the col-

oily's political development
The market senses an Anglo-

Chinese deal in the making
and, although it could yet be
disappointed, it has decided

IrKflces rebaaed

120

Hang Seng
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that the element of political

risk has lessened considerably.

And It has put Its money
where its judgment lies.

Four months ago, the market
was trading on a prospective

p/e of just above 8 times 1993

earnings; the multiple Is now
more than 11 - dose to the

upper end of its traditional pro-

spective p/e range of 8 to 13.

There is also evidence In

plenty for the economic
approach. China's economy
expanded by nearly 13 per cent

in real terms last year, and
the region closest to Hong
Kong, namely Guangdong
province, by much more than
that. The growth rate may
slow this year but that is being
taken as a reassuring sign by

the market, which fears a
re-run of 1988/80 when China's
government screwed down the

economy too hard.

As for Hong Kong, it grew by
5 per cent last year. The
government thinks that
growth will accelerate to 5.5

per cent this year, while
many private forecasters
plump for 6 per cent Corporate
earnings reports have also
been encouraging.

The Initial clutch of results

have underlined the profitabil-

ity of banking. The banks -

and Hongkong and Shanghai
Banking is still to come -

have reported earnings growth
of 30 to 40 per cent.

Analysts also note other pos-

itive factors. There is a grow-
ing recognition that the US
yield curve Is likely to remain
flat this year. As Hong Kong’s
interest rates are tied to US
rates, by virtue of the colony's

currency union with America,
domestic rates are expected to

remain at their currently low
level of 6^ per cent
With the results season only

half way spent, the possibility

for upsets remains. The con-
glomerates - Jardine, Swire
and Hutchison - are still to

come, as are the property
developers. The outlook for

these sectors is mixed.

A nd then there is poli-

tics. In November, as

the market rose In defi-

ance of China’s attacks on Mr
Patten, there was a lot of talk

about the decoupling of politics

fh>m economic fundamentals.
December gave the lie to that

when China decided It wanted
the market lower. When Anglo-
Chinese negotiations about
Hong Kong's politics finally get

going, China may decide again
that it is In its Interests far the

market to faii-
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Dutch rate cut provides some support

group's stock. Primerica was
up $2 at 846% in volume of

more than 2m shares. Ameri-
can Express, however, fell 8%
to 827%, having originally

risen on news of the proposed

deal.

Genesis Health Jumped $1%
to $14% after an analyst at the-

securities house, Merrill
Lynch, raised the firm's

short-term rating on the stock

from “above average" to “buy"
and named the company its

pick of the week.
On the Nasdaq market, Blo-

surface Technologies plunged
$2% to $5% after the company
revealed that it had susp-
sended a clinical trial of its

Anticel product, a dressing
used for donor site wounds.

TORONTO edged lower In thin

dealings as the market paused
after six straight sessions of

gains. At midday, the TSE 300

index was 9.91 lower at 3,542^50

in volume of 25Jiin shares.

Weakness in bullion prices

weighed an Canadian gold pro-

ducers, Including American
Barrick, which slid C$% to

C$21 and Placer Dome, down
C?V4 at C$16%. Shell Canada
rose C$% to C$36% as its

C$1bn Caroline, Alberta project

began producing natural gas

INTEREST rate cuts by the
Dutch and Belgium central

banks gave some support to
late closing markets, unites

Owr Markets Staff.
FRANKFURT showed mid-

session strength on firmer
bond prices, the DAX index
registering an intraday high of

1,717.02, closed 3.45 lower at
1,709-68, but regained some of

its vigour in the post-bourse.

Turnover eased from DM&2bn
to DM7.Bbn,

For a good part of the day,

the market was dominated by
chemicals where Bayer
dropped DM4.50 to DM277
ahead of today's dividend deci-

sion, and after this week's divi-

dend cuts from BASF and
Hoechst
BASF is paying DM1 more

than expected, at DM10, and
Hoechst DM1 less than some
analysts hoped at DM9. This
suggested that investors had
been taking a simplistic view
of dividend prospects for the
sector, where dividend deci-

sions are taken by reference to

earnings of the German parent
company.
Bayer clawed back DM2 of

Its fall in (be London after-

noon, but Deutsche Bank did
better with a post-bourse close

of DM728 against a session rise

of DML50 to DM723. Ms Bar-
bara Schumacher, of Merck
Fink in Dttsseldorf, noted that
Deutsche was the laggard bank
with a rise of just 20 per cent
from its low of last September,
compared with a gain of 34 per
cent for Commerzbank over
the same period.
AMSTERDAM was also inter-

ested in chemicals with DSM
continuing to surprise. The
shares dosed at a year's high,

up FI 490 or some 6 per cent at

FI 83.40, having gained 14 per
cent since the group
announced disappointing 1992
results last week. Some ana-
lysts commented that that the
momentum In the price may
have begun with short cover-
ing while investors may be
more optimistic about
long-term prospects. Akzo rose
FI 2.10 to FI 154,50. The CBS
Tendency Index put on 1.70 to

finish at 105.40.

The rate cuts had been antic-

ipated but financial stocks
were nonetheless given a late

lift, with Aegon rising F1L90
to F1 89.30 and ABN Amro
F1L4Q to F1 55.40.

Hunter Douglas, FI 2,60
stronger at F14&&0, was helped
partly by relief that the divi-
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dend was cut less than fore- over of some BFr2.lbn.

PARIS had been riding the
2,000 level until just before the
dose when technical trading
saw the CAC-40 index dip 17-20

to 1992.42. Turnover was some
FFr3.4hn.

Lafarge pleased the market
following better than expected
1992 results and the shares
moved FFr7.50 higher to

FFr357JO, but off a day’s high
of FFrmsQ. Chargeurs gained
FFr28 to FFr1,281 after announ-
cing that it will consolidate
BSkyB in next year's results

which may help ft reduce Its

tax charge,
BRUSSELS rose strongly

anticipating the cut In interest

rates which came after the
close and the Bel-20 index
gained U.59 to L347.71 in turn**

BULAN allowed the dust to

settle on political events and
shares picked up as the market
concentrated on today's
options expiry and the end of

the monthly account next
weak. The Comit Index rose

5.63 to 518.65.

Montedison, spurred by a

newspaper report that the sale

of Its Erbamonl subsidiary to

Sweden's Kabi Pharmacia was
imminent, gained L32 to fix at

LI,297 before rising to Ll.312

after hours - 3.7 per cent
higher on the day. Montedi-
son's parent Ferrujtti denied
that final terms were about to

be announced but confirmed
that negotiations were at an
advanced stage.

Blue chips picked up from
same early declines after the

Christian Democrats promised
to support Prime Minister Giul-

iano Amato. Rat dipped L38 to

Ox at L5.851 before bouncing
back to L5.715 after hours.

ZURICH turned firmer after

bargain hunters entered the
market, lifting cyclical stocks

which bad earlier suffered

from profit-taking. The SMI
influx rose 5.9 to 2,157.2. -

Banks, however, were mostly
easier after Swiss Bank
announced results that were
below expectations and were
unfavourably compared with
the two other leading banks
which posted higher profits for

1992.

SBC and UBS were each SFM
lower at SFr356 and SFrLlTO
respectively hut C8 Holding
managed a SFrlO advance to

SFriUMO.
STOCKHOLM saw. Q

short-lived pre-lunch rally

before prices settled back aa

investors awaited a crop of

company results, some expec-

ted to be gloomy, today. Tha
Affersvdrlden general index

shed 5.2 to 1,033.7.

Hennas and Mauritz proved
an exception, climbing SKi28
or 16 per cent to SKr303 in

brisk trade after Tuesday's 62

per cent profits growth.

ASIA PACIFIC

Australia advances to an eight-month high
Tokyo

ACTIVE buying by foreign
investors supported share
prices In the face of profit-

taking by investment trusts,

and the Nikkei average fin-

ished narrowly higher In heavy
trading, writes Emiko Tenaono
in Tokyo.

The Nikkei gained 1033 at

17358.63 after registering a low
for the day of 17,824.12 and
high of IB,036.72. The index
felled to stay above the 18,000

level due to profit-taking by
Investment trusts and corpo-

rate investors eager to realise

profits ahead of the March
flnanrial year-end.

Volume contracted to 550m
shares from 853m, Declines
finally led advances by 577 to

430, with 163 Issues unchanged.
The Topis index of all first sec-

tion stocks ended 2.11 up at
1,341.88, and in London the
ISE/Nikkei 50 index finned 1.12

to 1,080.78.

Foreign investors were seen
covering short positions. Trad-
ers said some US pension foods

were increasing their Invest-

ments In Japanese shares,
which are seen as undervalued
following the recent rallies in I

US and UK equities.

Nippon Telegraph and Tele-
;

phone, which has led the
recent market rally, met profit-

taking In early trading but was
supported by dealers and fin-

ished Y1O.OO0 higher at
Y790.000.

NEC appreciated Y10 to Y777
on hopes that the company will

see a rise In sales as a result of

the government's promotion of

optical fibre networks in its

infrastructure projects.

Reports that condominium
sales were rising to the Tokyo
metropolitan area helped build-

ers, with Daflcyo, the leading
property developer, advancing

Y35 to Y995. Shokusan Jutaku
Sogo rose Yil to Y52Q and
Talsei Prefab Construction Y50
to Y1.75Q. Some real estate

companies were also higher,
Mitsui Fudosan putting on Y2Q
at YL07Q and Tokyu Land Y22
at Y482.

Some high-technology
exporters gained ground on the
stronger dollar. Sony rose Y30
to Y4.130 and Fujitsu Y17 to

Y605. However, Hitachi lost Y7
to Y740 and Toshiba eased Y2
to Y588 on profit-taking.

Brokers moved ahead to the
expectation that the recent
market rally and rise to trad-

ing volume will help revenues.

Nomura Securities rose Y40 to

Y 1,640 and Nikko Y8 to Y713.
In Osaka, the OSE average

receded 27.90 to 18,765.54 in

volume of 132.8m shares. A
retreat by railway issues
depressed the Index, and Shi-

mono, the bicycle parts maker,
slipped Y200 to Y10.000-

Roundup

PACIFIC Rim markets mostly
set a positive tone. Seoul was
closed for a holiday.

AUSTRALIA closed at an
eight-month peak, pushed up
by strong futures buying. On
the Sydney Futures Exchange,
the March Share Price Index
jumped 22 to 1,669, moved by a
feeling that the market would
strengthen after Saturday's
federal election. The All Ordi-

naries Indtix followed, finishing

ISA higher at 1,647.5. Turnover
came to A|325Am.
The gold shares Index defied

the uptrend to lose 2.8 to
1,063.2 after bullion prices hit a
seven-year low overnight
Among hanks, NAB climbed

13 cents to AKL58 and Com-

monwealth advanced 9 cents to

A87.49, but Westpac closed
only a cent higher at A$3J20

after Tuesday's unveiling of Its

first foreign rationalisation

plans under Its new managing
director, Mr Robert Joss.

BANGKOK'S SET Index rose

1&36, or 1.9 per cent, to 900,07

in a technical rebound from
recent declines. Turnover was
still relatively low, although
up from Bt2.51m to Bts^bn.
Banking stocks were among

the major gainers, Bangkok
Bank, the most active issue in

turnover terms, finning Bt4 to

BtU9. Industrial Finance Corp
of Thailand moved forward
Bt24 to Bt362 on details of
plans to rescue the failed First

City Investment
SINGAPORE rose on last-

minute buying, the Straits

Times Industrial index ending
10.24 better at 1,667.96. Trading

interest in main board shares
continued to be meagre, with
the focus on Malaysian over-

the-counter stocks.

KUALA LUMPUR recovered

from a bout of profit-taking to

close mixed to heavy trading.

The KLSE composite Index put
on 5^8 at 637.37 on the bads of

the market heavyweight, Tate*

kom, 40 sen higher at MtU.70,
JAKARTA remained to confi-

dent mood and the official

index rose 1,70 to 311.78.

Among active stocks, Fan
Brothers added Rpl50 at
Rp2^75 but Lippo dipped Rp50
to Rp3,325.

BOMBAY continued under
pressure which left the BSE
index down 49.81, or 2.1 per
cent, at 2,287.15. As the market
opened, the exchange halted

trading in 17 group A shares to

prevent more of the price
swings seen an Tuesday.

At 116 miles per gallon of

diesel, the world record was broken.

But we kept on going.

SOUTH AFRICA
JOHANNESBURG was mixed,
with De Been easing on profit-

taking following Tuesday's
results. The shares lost 85
cants to R68 as the overall

Index shed 5 to 3,419 and
industrials gained 14 at 4,463.

The gold Index fell 11 to 1,002.

A production Citroen AX with Lucas diesel injection holds

the world record for fuel economy. Yet Lucas development of

diesel engine management continues unabated. The Lucas

EUI,an integrated pump and injector, is settinn,^

new standards in trucks and being deveioBedJljgBfe»1
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for the next generation of cars.

It is another success in a long line of

Lucas achievements. Success that has been Iwy
engineered by investing in advanced tech-

nology, by developing products with potential.

by winning in fiercely competitive global markets!!?

Our world leadership in diesel technology promises still

greater economy and environmental friendliness.You can rely

on us never to run out of good ideas.

We’ve engineered a great company.
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